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Mill Mutual Fire Insurance of- 
fers property owners a sound, 
stable and unfailing protec- 


tion for their investments. 








THE MILL MUTUALS 
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INTEREST OF POLICYHOLDER 
OUR FIRST CONSIDERATION 


* 


The greatest possible protection is provided at the least 
possible expense. The savings accruing from the sound, con- 
servative and successful management of these companies are 
returned through dividends. 


* 


CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 


INDIANA LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
. OF BOSTON 


LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMEN’S MUTUAL FIRE INSURANCE CO. 
OF PHILADELPHIA 


* 


No matter where located, from Atlantic to the 


Pacific, an office near your office 


Gale & Stone, Boston—Justin Peters, Philadelphia—Interstate Mutual Insurance Agency Co., 
Mansfield, Ohio, Pittsburgh, Penna.—Lumbermens & Manufacturers Mutuals, Inc., James S. 
Kemper, Mér., Chicago, Milwaukee, Minneapolis, Omaha—Associated Mutuals, Inc., Atlanta, 
Ga—Lumber Mutual Agency, Indianapolis, Memphis, Dallas, Kansas City—The Martin 
General Agency, Seattle, Denver, San Francisco, Los Angeles, Vancouver, Portland, Spokane. 
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| For More Pleasurable Motoring ; 


sag DRIVE SLOWLY IN TOWNS 


Pedestrians crossing the street, children 
playing at the curb, other cars approaching 
at intersections—any one of these is enough 
to make the courteous driver slow down. 
The entire combination, found in every 
town, makes him drive slowly always. 























You'll find that speeds within the law will 
get you places just as fast and with less 
effort. You'll have the added satisfaction of 






saving lives. 


HARDWARE MUTUAL CASUALTY COMPANY 


HOME OFFICE: STEVENS POINT, WISCONSIN 
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THIS MONTH 


OW is the season approaching 
when folks reputedly are turning 
from magazines and books and taking 
to the great outdoors—or, if they read, 
they prefer things in the lighter vein. 
But insurance is a serious business and 
it is hard to take a light view of the 
major matters now current ® However 
if we cannot make our pages light we 
shall at least try to make them inter- 
esting. In our “Bunk of the Month” 
department, which we seldom mention 
first, there is an effort to take a hu- 
morous view of promotional activities 
of certain companies, but even there 
the serious note creeps in ® If you have 
struggled with the co-insurance clause, 
you may shy away from the page bear- 
ing that title; but take our advice and 
read it through, for Prof. Blanchard 
lays out the subject so clearly that we 
surmise you will want to keep the ar- 
ticle for ready reference * Dr. Valgren 
continues his discussion of “Insurance 
In Relation to Value” with special ref- 
erence to farm property and arrives 
at some very significant conclusions. 
Progress among the farm mutuals has 
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been greatly aided by Dr. Valgren’s 
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counsel and here again he contributes 
sound ideas ® Take a look at “What 
Is A Fire” if you would like a bit of 
insurance history on the legal side, and 
a chuckle here and there to relieve the 
harder going to be encountered in the 
court decisions * As remarked before 
we offer some comment on methods of 
getting business in this issue’s inquiry 
into contemporaneous Bunk * Well it’s 
a great season. 


The period of conventions 


is imminent again, and NEXT 
quite likely a consid- MONTH 


erable part of the next 

number will be devoted to what the 
Chamber of Commerce of the U. S. 
and the N. F. P. A. and the American 
Management Association, and various 
lawyers groups and such, have done or 
are about to do ® The drawer devoted 
to manuscripts of the more popular 
type is also filling up. Otherwise it’s 
time to plan for goin’ fishin’. 
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C. WALDO LOVEJOY 


Commissioner of Insurance 
State of Maine 


Ce LOVEJOY was appointed by Governor Lewis O. Barrows 
for a term of four years in March 1937. The new Commissioner graduated 
from Bowdoin College in 1920 and began his career in the insurance business 
shortly after. He has served as Secretary-Treasurer of the Maine Association 
of Insurance Agents for a number of years and also has been a member of 
the New England Advisory Board. In civic affairs he has interested himself in 
many activities of his district and his business experience has included a 
directorship in the Maine Casualty Company and in the Rumford Federal 
Savings and Loan Association. His committee appointments in the National 
Association of Insurance Commissioners are: Accident and Health, Casualty 
and Surety, and Social Security. 















































HOSE in the Insurance business 

who travel much and contact 

many people report that the Safe 
Drivers Reward Plan of writing au- 
tomobile coverage is producing wide- 
spread confusion. Whether this is 
caused by the fact that some compa- 
nies do and some do not conform to 
the plan, or that there is now a mul- 
tiplicity of different plans, or that 
the public doesn’t understand them, 
or there are faults in the plans them- 
selves, the average auto owner is very 
much in a fog as to what is going on. 
The net result is that he delays his 
decision as to taking out his policy, 
shops around to see if prices have 
changed over night, and frequently 
ends up by taking whatever is handi- 
est at the last moment — probably 
with the mental reservation that the 
auto insurance business is in a queer 
state of disorder. 

In this latter respect he is all too 
correct; not that the companies will 
not give good service and pay their 
claims, but that when so many con- 
flicting arguments are made, some- 
one, or perhaps everybody, is wrong. 
When the doctors disagree it’s a lucky 
patient who escapes harm. There 
should be some basis on which, if 
the Reward Plan is sound, the ex- 
perts can get together. But this does 
not happen, neither with company 
men, nor Commissioners, nor agents, 
nor brokers. Opinions are traded 
back and forth and the situation is 
as changeable every day as the spring 
weather. A thing so vital to the peo- 
ple of the nation as automobile in- 
surance should not be subjected to 
such pulling and hauling as has been 
characteristic of the last few months. 

The mutuals have not been so much 
concerned, since their method of op- 
eration has developed in their policy- 
holders a great loyalty and sense of 
confidence. But loud controversy in 
any field always slows up business in 
similar lines, and insurance suffers 
generally from the disturbance. Thus 
the mutuals in critjcizing the idea 
(and this has occurred only where 
attempts have been made to impose 
the plan on them) have not done so 
because of apprehensions over even- 
tually losing policyholder support. 
They have tried only to make it plain 
that they did not wish to adopt the 
Reward Plan because they believe it 
will surely fail, as similar plans of 
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SAFE DRIVER REWARD 
PLAN CONFUSING 
e TO THE PUBLIC 


hypothetical merit-rating have failed. 
And after this failure the public will 
again wonder what manner of man- 
agement guides the policies of cer- 
tain groups of carriers that write 
auto insurance. 

It is surprising how many are of 
the opinion that the sole purpose of 
the scheme is to reduce agents’ com- 
missions. If so, then the public is 
not the first consideration, since the 
public at large is to be charged 5% 
more. And the reduction (if and 
when awarded) is to be not 15% but 
only about 10% when everything is 
figured in. These points have been 
made before but we reiterate them 
now because, as the plan finally 
works out, it becomes more and more 
apparent that the Reward idea rests 
on a deceptive basis so far as the 
understanding of the buyer is con- 
cerned. 

Nor is the fiction confined to the 
percentage of reward. The general 
thought held out to the public is that 
the plan is primarily to promote traf- 
fic safety by putting careful drivers 
on a $5.00 pedestal. The reaction to 
this idea for preventing accidents 
has been almost universally that it 
can have but little effect. It is agreed, 
almost without exception, that such 
a slight possible saving is not going 
to weigh very much in addition to a 
driver’s natural feeling for his own 
and his family’s safety. The man 
who doesn’t have this latter feeling 
for humanity certainly is not the one 
to think of a five dollar bill if he 
wants to drive recklessly. The pen- 
alty for running a red light already 
approximates that amount, and yet 
such violations occur continually. 

















“eo the doctors disagree it’s 
a lucky patient who escapes 
harm. There should be some basis on 
which, if the Reward Plan is sound, the 
experts can get together. But this 
does not happen, neither with com- 
pany men, nor Commissioners, nor 
agents, nor brokers. Opinions are 
traded back and forth and the situa- 
tion is as changeable every day as 
the spring weather.” 
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4 Been plan departs, too, from the 

fundamentals of insurance. Not 
all accidents are caused by the driv- 
ers whose cars are involved in 
crashes. The slow Sunday sight-seer; 
the sudden stopper, the cow emerg- 
ing at night from a side lane; these 
and other exigencies charge up acci- 
dents to thousands of innocent and 
careful drivers. Such happenings are 
inevitable and are part of the hazards 
against which the insured seeks pro- 
tection. In a very real way it is an 
accident if a driver has no accident, 
and insurance should not be placed 
on the plane of a lottery with awards 
for those who are lucky. Commis- 
sioner Mortensen of Wisconsin ex- 
pressed this thought clearly when he 
refused the plan for his state. He 
said: 

“The plan is by no means free from legal 
objections. It may prove to be unfair and 
unreasonable in that, among other things, 
the increased rates may create a sum 
greater than that required to pay the re- 
ward; it is susceptible to discrimination 
and may be challenged on that ground. 
among others, because a policyholder in- 
volved in an accident soon after the incep- 
tion date of his policy may be cleared of 
fault before his policy is reviewed for the 
reward; while a policyholder equally with- 
out fault involved in an accident shortly be- 
fore the expiration of his policy, may have 
a charge registered against his policy at 
the review date * * *. I would welcome 
a plan which offers real inducement for 
safe driving without increasing the present 
rates, without first exacting more money 
from policyholders, or, if the rates must 
necessarily be loaded for that purpose, that 
a more* substantial reward be offered.” 

Commissioner Earle of Oregon has 
stated the matter well as follows: 

“Tf the driver does not think enough of 
the $1,000 or so he has already invested in 
the car, the possible saving of a small 
amount of three or four dollars would not 
make any material difference. Also the 
fact that some company pays a small loss 
for which the assured was not liable, in 
order to prevent a law suit of some magni- 
tude later, might result in a refusal to 
give the reduction or dividends at the end 
of thirteen months and thus produce com- 
plaints to the Insurance Department and 
much annoyance and trouble.” : 

Frank Yetka, Insurance Commis- 
sioner of Minnesota, was emphatic 
in his objections: 

“We have given careful study to the re- 
cently proposed new rates and the so-called 
Safe Driver Reward Plan for the State of 
Minnesota. After giving the same careful 
consideration, this Department is of the 
opinion that the new proposed rates and 
risk plan must be rejected by this Depart- 
ment as being unfair, unjustifiable, dis- 
criminatory and contrary to public policy.” 
(Continued on next page) 
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O be logical, any Reward Plan 

for those having no accidents 
would have to be balanced with a 
Penalty Plan for those who were re- 
sponsible for accidents. Even this 
would not remove the element of 
luck, but it would somewhat balance 
the program on the financial side. As 
now set up, the plan exacts an initial 
penalty of 5% from everybody who 
takes out a Reward policy, but the 
companies are careful to see that it is 
not recognizable as such. If we have 
to have rewards and penalties they 
should be on an equitable basis with 
no upping of the rates when the pol- 
icy is written. The present plan does 
not have its eye on the long pull. No 
one has yet explained how it will 
work when one year is piled on an- 
other. 

It cannot be denied, however, that 
the Reward Plan is capable of being 
worked up into form in which it has 
popular appeal. Witness the recent 
article in a national magazine of im- 
mense circulation, by an author of 
high renown, who somehow has had 
put over on him the propaganda that 
the Reward Plan is an effort to save 
the nation’s life on the highway. 
Starting from that false premise 
(which probably to him seemed log- 
ical enough) he builds up an enter- 
taining piece which is marked by an 
almost evangelistic fervor for what 
he calls “the careful driver.” But he 
submits no other formula fur sepa- 
rating the sheep from the goats than 
the accident record. He goes further 
and favors ‘wound stripes” on cars, 
forgetting that the same process that 
fixes tickets for the politically pre- 
ferred would operate to keep per- 
haps the worst offenders from wear- 
ing a badge of accident shame. 

To clinch his point the magazine 
writer boasts of his own chauffeur’s 
record of 23 years without an acci- 
dent, although he was arrested for 
traffic violations on three or four oc- 
casions. Our suggestion is that the 
author should knock on wood, since 
according to statistics George is about 
due for a bump. The average driver 
would have a sizable accident every 
twenty years and, when the time 
comes, he may be as careful as he 
ever was and still whang into trouble. 
If the careful were immune to acci- 
dents none of them would take out 
insurance. And the strange part of 
it is that even the reckless regard 
themselves as careful. There is not, 
and probably cannot be, any reliable 
yardstick to measure carelessness. 

Withal, however, the mutuals are 
not out on the firing line gunning 
against the Reward Plan. In their 
opinion the calf will soon be tangled 
in its own rope. 
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Notes About 
the 
Insurance World 


e 


Running Comment on What Is in the Magazines 
and the Mail that Comes to the Desk of the Editor. 

















Miscellany 


AS MANY PERSONS FILED 


ALMOST 
NON-TAXABLE AS TAXABLE INCOME 
tax returns this year—Approximate- 
ly 6,500,000 automobiles valued at 
$50.00 or less are being operated in 
the United States principally by mo- 
torists with incomes less than $20.00 
per week—English fire engines must 
obey traffic lights—Best customer of 
the United States for airplanes and 
parts last year was Argentina, with 
China and Soviet Russia ranking sec- 
ond and third—Almost complete vic- 
tory over radio static, one of avia- 
tion’s most stubborn enemies, has 
been announced by the Bureau of 
Air Commerce—Due to simple arith- 
metical errors in computing income 
tax returns 152,366 taxpayers last 
year paid the Federal Government 
$22,675,575. too much — The first 
cigar was made in this country in 


1801—There are 1,076 accredited 
colleges and universities in the United 
States — Officers of the French 
Academy compute the actual number 
of languages at 2,796—According to 
estimates there are 1,000,000 to 1,- 
500,000 bone fracturers in the United 
States during the course of a year— 
A four foot picket fence is being 
erected in the middle of Times Square 
to keep pedestrians from crossing the 
square between streets—One of the 
new luxury ocean liners carries midg- 
et life preservers for each dog in 
its kennels—Despite police regula- 
tions in Tokyo forbidding the selling 
of snakes as a medicine more than 
1000 reptiles are eaten daily in the 
city—A new liquid cream which when 
applied to the legs makes it prac- 
tically impossible to distinguish from 
real silk hose has been placed on the 
market. 















| Who’s Calling Please 


BUSY EXECUTIVES WHO HAVE 
STRUGGLED WITH THE PROBLEM OF 
being interrupted by telephone calls 
will appreciate the following item 
from J. J. Fitzgerald’s Mutual Fo- 
rum, March issue. 


The outside public who have also 
struggled, but oppositely, with the 
problem of getting the busy execu- 
tive on the wire may have a differing 
opinion. 

One of the minor columnists entered a 
complaint in a recent edition of our daily 
paper against the practice of big executives, 
so-called, sifting telephone calls through 
their secretaries. 

A man who is responsible for a column 
of readable material every day has my 
sympathy, because as one of the best of 
them remarked, “Anyone can be interesting 
for a week or two; after that it’s a heluva 
job.” 

But why any one should complain be- 
cause he is asked to state his name and 
business when asking to speak with a busy 
man is beyond me. A practical man under- 
stands these things; but these canaries who 
follow the climate and drift from theatre 
to night club, from golf course to race 
track, with time always hanging heavily 
on their hands, have a silly idea that others 
are in the same boat. 

In this office we are always willing to 
lend an attentive ear to those who call. We 
have three telephone trunks and a com- 
petent operator; and while I do not classify 
as a big executive, I do insist that I shall 
not be connected with every one who rings. 
It is ridiculous to think that I am com- 
petent to pass on every detail of our busi- 
ness, and yet people with two dollar bicycle 
claims, those selling tickets for Moonshine 
Missions, advertising racketeers, and a host 
of nondescript solicitors insist upon talking 
with the President and no one else. If I 
attempted to answer all such calls and to 
see those of like kind and quality who pass 
through the front door, I would do little 
else during the course of a day. My tele- 
phone and my door are always open to any- 
one who really has business with me; but 
we employ secretaries and telephone oper- 
ators to route calls and callers to the per- 
sons with whom they should talk. 


If a lot of those columnists studied busi- 
ness as much as they study night clubs, 
they would not be so tiresome. 


Verifies Massachusetts Ruling 
on Housing Securities 


INSURANCE COMMISSIONER FRANCIS 
J. DE CELLES OF MASSACHUSETTS HAS 
notified all domestic companies doing 
a business of insurance under the 
general laws of the Commonwealth, 
that the ruling issued by him in Janu- 
ary of this year wherein he held that 
debentures issued by the Federal 
Housing Administration under Sec- 
tion 204 of the Federal Housing Act, 
were legal investments in the ‘“Pub- 
lic Funds of the United States”, no 
matter how acquired, has been ver- 
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ified by the Attorney-General of the 
Commonwealth. 

In view of the Attorney-General’s 
verification of the earlier ruling, 
Commissioner DeCelles states that 
the Department will recognize such 
debentures as legal investments, and 
that companies may feel free to ar- 
range for insured mortgages and if 
later, debentures are acquired after 
foreclosure, they may be included in 
the bond portfolios of the company. 


U. S$. Chamber of Commerce 
Meets May 2-5 


A SPECIAL GROUP SESSION DEALING 
WITH IMPORTANT PHASES OF INSUR- 
ance and the hazards against which 
insurance protects will be one of the 
features of the 26th annual meeting 
of the Chamber of Commerce of the 
United States to be held in Washing- 
ton, D. C., May 2nd-5th. The insur- 
ance group section to be held on May 
3rd, will have as its theme “Present 
Factors Affecting Insurance”. The 
Chairman of the Conference will be 
O. J. Arnold, President of the North- 
western National Life Insurance 
Company, Minneapolis, a Director of 
the Chamber. 

“Reduction of Health and Acci- 
dent Hazards in Industries” will be 
the subject of an address by William 
B. Daly, General Manager of the 
Anaconda Copper Mine Company of 
Butte, Montana. The Anaconda 
Company has carried on an exten- 
sive program designed to eliminate 
as far as possible hazards in mine 
operations over a long period, and 
Mr. Daly will give particular atten- 
tion to efforts of his company to re- 
duce dust hazards. 

Hubert O. Wolfe of Milwaukee, 
an insurance lawyer who has made a 
special study of insurance coverage 
upon industrial plants where labor 
difficulties have existed, will speak on 
“Strike and Riot Insurance Today”. 
This address which should be very 
timely in view of recent disturbances, 
will discuss the protection that busi- 
ness may have through insurance 
against damages growing out of 
strikes. 

S. Bruce Black, President of the 
Liberty Mutual Insurance Company 
of Boston, will lead the discussion on 
“Trends in Automobile Insurance 
Legislation”. Consideration of safety 
programs which have been inaugu- 
rated to reduce automobile accidents, 
as well as experience under financial 
responsibility laws and other legisla- 
tion which has been enacted in a 
number of the states, will be the sub- 
ject matter of this address. 
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Another feature of the annual 
meeting program will be the presen- 
tation on May 2nd of awards to the 
winning cities and counties in the 
1937 Fire Waste and Health Con- 
servation contests which are con- 
ducted by the Chamber’s Insurance 
Department. 


New York Ruling on 
Countersigning of Policies 


A RULING ON THE COUNTERSIGN- 
ING OF INSURANCE POLICIES ISSUED 
on March 15, 1938, by Superinten- 
dent of Insurance, Louis H. Pink, 
which led to a certain amount of 
doubt and confusion has been clari- 
fied by the release of the following 
statement : 

I am advised by my Counsel that it is 
not necessary as a matter of law that pol- 
icies be physically signed by licensed 
agents, but that licensed agents acting pur- 
suant to Section 142 and 69-a of the In- 
surance Laws of the State of New York 
may authorize or designate in writing one 
or more salaried employees to physically 
affix the name of such licensed agent to a 


policy issued by such agent in covering 
a New York Risk. 


The foregoing rule and regulation is 
promulgated for the convenience of the 
agent in the physical operation of issuing 
policies. 


Death of Lincoln R. Welch 


THE RANKS OF MUTUAL INSURANCE 
LOST ANOTHER OF ITS OUTSTANDING 
veterans with the death of Lincoln 
R. Welch on April 4th at his home in 
Canaan, New Hampshire. 


Mr. Welch was born in Lowell, 
Massachusetts, April 19, 1865 and 
received his education in the public 
schools of that city. In July, 1883 
he entered the employ of the Traders 
and Mechanics Insurance Company 
of Lowell and was with them for 
fourteen years, resigning on June 
30th, 1897 to become secretary of 
the Fitchburg Mutual Fire Insurance 
Company, Fitchburg, Mass. In Au- 
gust, 1910, he was elected president 
and treasurer of the company, a posi- 
tion he held until his elevation to the 
chairmanship of the Board of Direc- 
tors in 1931. He continued in the 
latter position until 1933 when he 
retired from active business. Mr. 
Welch was actively engaged in Asso- 
ciation affairs during his middle years 
having served as president of the Na- 
tional Association of Mutual Insur- 
ance Companies from 1916-1918 and 
as president of the Federation of 
Mutual Fire Insurance Companies 
in 1917-1918. ‘ 

Besides his insurance interests, 
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Mr. Welch was actively engaged in 
public affairs and club activities. He 
served as a member of the city coun- 
cil of Lowell in 1897 and was mem- 
ber of the Board of Health of Fitch- 
burg in 1923. Fraternally, he was a 
member of all the bodies of the Ma- 
sonic Order, and also a member of 
the Fitchburg Lodge, Benevolent and 
Protective Order of Elks. He was 
particularly interested in the Rotary 
Club, being one of the founders of 
the Fitchburg Club and serving as 
one of its presidents. He was also a 
member of the Fay Club and the Oak 
Hill Country Club of Fitchburg. 


He is survived by his wife, Mary 
C. Welch, and one son, Alton H. 
Welch, of Worcester, Massachusetts, 


American Management Assn. 
Meeting May 9-10 


THE NINTH ANNUAL MEETING OF 
THE INSURANCE DIVISION OF THE 
American Management Association 
will be held on May 9-10 at the 
Chalfonte- Haddon Hall, Atlantic 
City. The conference this year will 
be divided into two major discus- 
sions, one day being devoted to spe- 
cific insurance problems, and the 
other to general problems of insur- 
ance management. 


J. H. Nickell, Insurance Manager, 
Philadelphia Electric Company, who 
is A. M. A. Vice President for in- 
surance, will preside at the opening 
session on the morning of May 9th. 
Speakers for this session include H. 
W. Forster, Vice President, Towers, 
Perrin, Forster and Crosby, Inc., 
Philadelphia Insurance Brokers, 
whose subject is “Experienced Rat- 
ing For Group Life Insurance Plans” 
and Eugene L. Mathews, Manager, 
Liability Underwriting Department, 
New York Office, Aetna Casualty & 
Surety. 

J. W. Dinlocker, Treasurer, S. K. 
F. Industries, will preside at the af- 
ternoon session on opening day. 
Speakers include John C. Blackall, 
Connecticut Insurance Commissioner, 
whose topic is “Basis of State Su- 
pervision”; J. J. Magrath of Chubb 
& Son, “Inland Marine Insurance” 
and Charles C. Hannah, Vice Presi- 
dent, Firemen’s Fund, “An Insur- 
ance Executive Looks at the Amer- 
ican Agency System.” At the ban- 
quet Monday evening Alvin E. Dodd, 
A. M. A. President, will be toast- 
master and the speaker Wendell L. 
Wilkie, President, Commonwealth 
and Southern Corporation. 


Solton Engel, Manager of the In- 
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surance Department, Consolidated 
Edison Company of New York, is 
chairman of the Insurance Clinic to 
be held on the morning of May 10th. 
Assisting Mr. Engel in the presenta- 
tion of the clinic which will drama- 
tize a typical day in the Insurance 
Department of the Consolidated Ed- 
ison Company, will be Edward P. 
Durfee, William Brown and Geo. 
Phillips, all of whom are connected 
with the organization. In addition, 
movies of the company’s safety cam- 
paign will be shown. 


On the afternoon of May 10th at 
the final session of the meeting a 
Questions and Answers Smoker is 
planned under the leadership of Prof. 
Ralph H. Blanchard, School of Busi- 
ness, Columbia University. Seven 
insurance experts in various fields 
will aid Prof.. Blanchard in answer- 
ing a wide range of questions that 
are expected to be fired at them dur- 
ing the session, and those who wish 
to send in questions in advance of 
the meeting are urged to do so. The 
experts are: Claude D. Minor, Sec- 
retary, Special Service Department, 
Royal-Liverpool Group; Kenneth C. 
Bell, Vice President, State National 
Bank; H. L. Jamison, Frank & Du- 
Bois; C. E. Rigby, President, Black- 
stone Mutual Fire of Providence; H. 
J. Badum, Boiler and Machinery Su- 
perintendent, Fidelity and Casualty ; 
John A. Diemand, Executive Vice 
Pres., Indemnity Company of North 
America, and Frank L. Erion of F. 
L. Erion & Company, Chicago ad- 
justers. 


Harrington Named Massachu- 
setts Insurance Commissioner 


CHARLES F. J. HARRINGTON, MAN- 
AGER OF THE CASUALITY DEPART- 
ment of OBrion, Russell & Company 
of Boston, was recently appointed In- 
surance Commissioner of Massachu- 
setts by Governor Hurley, succeed- 
ing Francis J. DeCelles. Mr. Har- 
rington has been associated with the 
insurance business for more than 
twenty years and is well known in 
the New England field. 


Mr. Harrington is the first insur- 
ance man to be nominated for the 
commissionership in Massachusetts 
in many years. Born in Roxbury, 
Mass., 45 years ago, he entered the 
casualty insurance field with the 
Massachusetts Bonding & Insurance 
Co. after his graduation from Boston 
English High School in 1912, later 
joining OBrion, Russell & Co. He 
has long been active in insurance or- 
ganizations and Democratic politics. 
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Red Cross And Farm Fires 


IN COLLABORATION WITH THE AMER- 
ICAN RED CROSS THE NATIONAL FIRE 
Waste Council, affiliated with the 
Chamber of Commerce of the United 
States, will soon undertake a joint 
drive to reduce the heavy losses 
caused by farm fires in the United 
States. 

The average annual loss due to 
such fires is about $90,000,000 in 
property and 3,500 lives; and 4,500 
persons are maimed and injured. It 
is estimated that the destruction of 
farm homes will approximate $30,- 
000,000. One farm family in ten has 
suffered from accidental fires in the 
last five years. 

One million copies of a Red Cross 
farm fire prevention leaflet will be 
distributed to farmers throughout 
the United States. Arrangements 
have been made with fire insurance 
companies to distribute the leaflet to 
farmer policyholders. Life insurance 
companies and federal land banks 
will send them to farmer borrowers. 

The Red Cross leaflet describes 
the most common causes of farm 
fires and precautions that should be 
taken to prevent them. 


California Mutuals Meet 
in June 


THE ANNUAL MEETING OF THE CAL- 
IFORNIA ASSOCIATION OF COUNTY MU- 
tual Insurance Companies will be 
held in San Diego, California, June 
15-17. A glance at the program indi- 
cates that the committee in charge 
has done itself proud in the selection 
of speakers and also in the entertain- 
ment being provided for the visiting 
delegates. 

Those scheduled to appear on the 
program include: Address of Wel- 
come, by Percy Benbough, Mayor of 
San Diego; Response to the Address 
of Welcome, by A. L. Drown, Ven- 
tura; President’s Address, by Har- 
old E. Swain; Mutual Fire Insur- 
ance, A Field for Young Men, by 
Dale Smith, Santa Barbara; More 
Business and How to Get it, by 
Ralph Bennett, Ventura; Address by 
Governor Frank G. Merriam; Ex- 
periences and Settlements of Fire 
Losses, by Karl Lewis, Fresno, John 














Evans, Sanoma, and Grover Mahon, 
Stockton; The 8-Point Coverage, by 
Karl Lewis, Fresno; and Past, Pres- 
ent and Future Possibilities For Mu- 
tual Fire Insurance Companies of 
California, by Fred C. Cromer, Los 
Angeles. 

Various committee reports as well 
as discussion of Rural Electrical 
Laws and exhibits by the San Diego 
Fire Department will also occupy 
the attention of the delegates. 

Oscar W. Smith will act as toast- 
master at the annual banquet which 
will be held on the evening of June 
16th. A boat ride on San Diego 
Bay, a deep sea fishing trip, and a 
visit to the San Diego Zoo are among 
the entertainment features scheduled. 


Wisconsin Farm Mutuals 


AT A MEETING OF WISCONSIN FARM 
MUTUAL INSURANCE COMPANY OF- 
ficials at Madison on March 31, it 
was decided that the Wisconsin Mu- 
tual Reinsurance Company would be- 
gin active operation. 

The Board of Directors consist of 
Nelson Ledin, Mason; Alvin Brehm, 
Colby; H. V. Bartlett, Chippewa 
Falls, for three years; Kosmas Mil- 
ler, Brillion; Martin Gorman, Ore- 
gon; J. W. Carpenter, Spring Green, 
for two years; W. R. Shonat, Gales- 
ville; J. G. Blank, Cedarbyrg; and 
R. E. Robbins, Wauwatosa for one 
year. 

The following officers were elected : 
J. G. Blank, President; W. R. 
Shonat, Vice President; and Nelson 
Ledin, Secretary-Treasurer. 


c. H. Koneman Dead 


CAPTAIN C. H. KONEMAN, ORGANIZ- 
ER AND ONE OF THE FIRST DIRECTORS 
of the Atlantic Mutual Fire Insur- 
ance Company of Savannah, Georgia, 
and President of the Company for 
the past thirty years, died on March 
24, after an illness of several months. 


Captain Koneman was born in 
Weschenreige, near Bremen, Ger- 
many, on July 24, 1862. When a 
young man he left Germany for the 
United States, settling in Savannah, 
where he engaged in the mercantile 
and insurance business. 

Displaying a great interest in mil- 
itary affairs, Mr. Koneman rose from 
a private in the ranks to captain of 
ths Historic Old German Volunteers 
now the Service Battery of the 118th 
Field Artillery, which organization 
has taken part in four major con- 
flicts or. wars. He served as Captain 
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for a number of years, bringing the 
company up to a very high state of 
military efficiency. He was also a 
member of the famous Sea Girt Rifle 
Team that represented Savannah 
and Georgia for a number of years 
at the National Rifle Shoots at Sea 
Girt, New Jersey. He was known as 
one of the outstanding rifle shots in 
America. 


Captain Koneman took an active 
interest in business and civic affairs 
and served for many years as tax 
assessor for the city of Savannah. 
His knowledge of real estate and 
building construction made his serv- 
ices valuable in this position. 


He enjoyed a very pleasing and 
affable personality and endeared 
himself to a large number of citizens, 
who loved his kindly spirit and com- 
panionship. 

eo @ @ 


Memphis Winner of 1937 
Fire Waste Contest 


SHOWING THE BEST RECORD OF FIRE 
PREVENTION ACCOMPLISHMENT IN 
the 1937 Inter-Chamber Fire Waste 
Contest, participated in by nearly 300 
cities, representing approximately 50 
percent of the urban population of 
the United States, the city of Mem- 
phis was recently declared winner of 
the grand award. 


Winning cities in the annual con- 
test, which is sponsored by the Na- 
tional Fire Waste Council in coopera- 
tion with the Chamber of Commerce 
of the United States, were announced 
at a meeting of the Council in Wash- 
ington, D. C. These winners in dif- 
ferent population classes will receive 
bronze engraved plaques at the An- 
nual Meeting of the Chamber, to be 
held in Washington the first week in 
May. 

Statistics compiled by the Council 
covering the cities reporting in the 
contest show that the per capita fire 
loss of contesting communities was 
$1.37. Compared with the average 
per capita fire loss of $1.55 for the 
same cities for the years 1932-1936 
inclusive, the figures show a decrease 
of 11.6 per cent. The total fire loss of 
the cities reporting in 1937 was $44,- 
000,000. In 1937 there was a de- 
crease of more than $4,000,000 in 

roperty loss in the communities par- 
Rieti. as compared with their 
average annual fire waste for the 
preceding five years. 


In announcing the winners the 
judges in the contest also announced 
a list of cities given honorable men- 
tion. A list of the winning and honor 
cities follows. 
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Grand Award—Memphis, Tennessee 
Class I—Cities over 500,000 Population 
Winner—Philadelphia, Pa. 
Honor Cities—Milwaukee, Wis. 
Detroit, Mich. 
Chicago, III. 
St. Louis, Mo. 
Los Angeles, Cal. 
Class II— Cities from 250,000 to 500,000 
Population 
Winner—Memphis, Tenn. 
Honor Cities—Providence, R. I. 
Atlanta, Ga. 
San Antonio, Tex. 
New Orleans, La. 
Indianapolis, Ind. 
Rochester, N. Y. 
Oakland, Cal. 
Kansas City, Mo. 
Seattle, Wash. 
Portland, Ore. 
Class III— Cities from 100,000 to 250,000 
Population 
Winner—Hartford, Conn. 
Honor Cities—Spokane, Wash. 
Honolulu, Hawaii 
Wichita, Kans. 
Long Beach, Cal. 
El Paso, Tex. 
Utica, N. Y. 
Elizabeth, N. J. 
Wilmington, Del. 
Tie { Eanens City, Kans. 
Knoxville, Tenn. 
Class IV—Cities from 50,000 to 100,000 
Population 
Winner—Lakewood, Ohio 
Honor Cities—New Rochelle, N. Y. 
Schenectady, N. Y. 
Greensboro, N. C. 
Pasadena, Cal. 
Evanston, IIl. 
Asheville, N. C. 
Roanoke, Va. 
Lincoln, Nebr. 
Durham, N. C. 
Berkeley, Cal. 
Class V—Cities from 20,000 to 50,000 Pop- 
ulation 
Winner—Parkersburg, W. Va. 
Honor Cities—Burlington, Iowa 
Sioux Falls, S. D. 
Newburgh, N. Y. 
Baton Rouge, La. 
Albany, Ga. 
Richmond, Cal. 
Hilo, Hawaii 
Watertown, N. Y. 
Rocky Mount, N. C. 
Billings, Mont. 
Class VI—Cities under 20,000 Population 
Winner—Lafayette, La. 
Honor Cities—Valley City, N. D. 
Coalinga, Cal. 
Port Angeles, Wash. 
Ft. Collins, Colo. 
Albany, Cal. 
Geneva, N. Y. 
Tie ea ag Pa. 
Salisbury, N. C. 
LaPorte, Ind. 
Laramie, Wyo. 


Fire Safeguards for the Farm 


THE ABOVE TITLED PAMPHLET PUB- 
LISHED BY THE UNITED STATES DE- 
partment of Agriculture and known 
as Farmers Bulletin No. 1643 tells 
how to lessen or avoid fire hazards on 
the farm and thereby add to the 
safety of property as well as persons. 
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It points out how the individual 
farmer can further reduce the prob- 
ability of serious fire losses by means 
of simple home equipment with 
which a fire that is discovered in its 
beginning stage can be quickly ex- 
tinguished. Finally, it points out the 
need for organized and well equipped 
rural fire departments and tells how 
this need has been met in many rural 
communities. Such organized pro- 
tection is necessary for the farmer 
in order to hold the loss to a mini- 
mum whenever a fire gets a start. 

Reasonable care and forethought 
in the removal of needless fire dan- 
ger, a fair degree of individual pre- 
paredness, and the availability of 
community fire protection will great- 
ly reduce the fire losses on Amer- 
ican farms, the pamphlet states. 
These losses now total about $100,- 
000,000 per year. 

Substantial reduction in the num- 
ber and destructiveness of farm fires, 
which often destroy human life as 
well as property, it is pointed out, 
will eliminate much unnecessary 
hardship and sorrow and will help 
to promote rural progress and well- 
being. Those interested in securing 
a copy of this pamphlet may obtain 
it for five cents from the Superin- 
tendent of Documents, Washington, 
D. C. 

e @ ® 


Fire Marshal May Raze 
Fire Hazards 


A BILL RECENTLY INTRODUCED IN 
THE RHODE ISLAND  LEGISLAURE 
would give the state fire marshal 
authority to inspect dilapidated and 
partly burned buildings, with power 
to order their demolition as fire haz- 
ards. The right of appeal to the 
courts within ten days of the fire 
marshal’s order in such a case is also 
provided for in the bill. 


Over 50% of Farm Building 
Values Insured 


ACCORDING TO A STATEMENT RE- 
CENTLY MADE PUBLIC BY THE FARM 
Credit Administration fire doesn’t 
destroy as many buildings as it used 
to, but if all of the farm buildings in 
the United States happened to be 
burned down at one time, less than 
half of their value would be lost to 
their owners. 

V. N. Valgren, Principal Agricul- 
ture Economist of the Farm Credit 
Administration, reporting on a re- 
cently completed study, said that the 
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1,941 farmers mutual fire insurance 
companies now operating in the 
United States have in force enough 
fire insurance to cover up to three- 
fourths of the value of the properties 
thus insured, which is considerably 
more than half of all of the farm 
property in the United States subject 
to insurance against fire. This in- 
surance totals more than $11,000,- 
000,000 and is held by approximately 
3,260,000 members he stated. 


H. F. Duesing Dies 


H. F. DUESING, SECRETARY-TREA- 
SURER OF THE GUARANTEE MUTUAL 
Insurance Company of Springfield, 
Ohio, died at the Springfield City 
Hospital on March 24, after an ill- 
ness of several weeks. Funeral serv- 
ices were conducted in Springfield, 
with burial in Forest Lawn Memo- 
rial Park, Youngstown, Ohio. 

Mr. Duesing was born in Ger- 
many on April 7, 1867, and came to 
this country when four years old. 
Leaving school at the age of twelve 
he clerked in a clothing and grocery 
store, and at the age of twenty-one 
bought a small interest in the store, 
later becoming sole owner. 


He served as President of the Ohio 
Retail Grocers Association for three 
years, from 1906 to 1909, and also 
as Treasurer of the same organiza- 
tion for the years 1904 and 1905. 


Mr. Duesing was a member of the 
original Board of Directors of the 
Grocers Mutual Insurance Company 
(Now the Guarantee Mutual Insur- 
ance Company) which began busi- 
ness in 1907, having been its Vice 
President from the time of organiza- 





H. F. Duesing 








tion until 1911, when he was elected 
Secretary-Treasurer of the company. 
Prior to his connection with the 


_ insurance business Mr. Duesing was 


active in public life in Youngstown. 
For a period of four years he was 
Service Director. He was also Chair- 
man of the Democratic Committee 
of Mahoning County for a similar 
period. 

His club affiliations included Be- 
nevolent Order of Elks, Knights of 
Pythias, Odd Fellows, and _ all 
branches of the Masonic Order. In 
addition he was a member of the 
Kiwanis Club of Springfield, Ohio. 


Determine Cause of Grain 
Elevator Explosion 


THE DEPARTMENT OF AGRICULTURE 
HAS ADVISED THE NEW ORLEANS PORT 
Commission authorities that the ex- 
plosion in the Public Grain Elevator 
of New Orleans, on April 4, was 
caused by the ignition of dust—pro- 
duced in the handling of corn—by a 
flash from an induction type electric 
motor operating one of the dust col- 
lecting fans on the workhouse floor. 
The investigation was made by Dr. 
David J. Price and Hylton R. Brown 
of the Chemical Engineering Re- 
search Division of the Bureau of 
Chemistry and Soils. 

The federal engineers conclude 
that the primary ignition of the grain 
dust on the workhouse floor spread 
through the entire elevator, resulting 
in at least two additional explosions. 
Five employees lost their lives and 
17 others were injured. Arthur 
DeFraites, one of the Federal Grain 
Supervision force, and Joseph Hel- 
wick, a grain inspector of the New 
Orleans Board of Trade, were on the 
workhouse floor sampling yellow 
corn being unloaded from a barge. 
They died from burns received in 
the explosion. 

In the opinion of the engineers 
the damage to property and equip- 
ment was limited by the application 
of safety measures for venting of ex- 
plosion pressures and the general 
knowledge by the management and 
employees of the dust explosion haz- 
ard. The explosion emphasizes, they 
say, the importance of totally en- 
closed explosion proof motors at all 
points in grain elevators and indus- 
trial plants where explosive dust 
clouds are created. 

The investigation was made by the 
Department at the request of John 
McKay general manager of the 
Board of Commissioners of the Port 
of New Orleans. 
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Draft Illinois Drivers License 
Law 


A MODEL BILL FOR UNIFORM MOTOR 
VEHICLE LAWS APPLYING TO ALL SEC- 
tions of Illinois now being drafted by 
a special Senate Commission, will 
contain provisions calling for drivers 
licenses to be issued only after appli- 
cants have complied with three re- 
quirements. 

The model bill would require ap- 
plicants to pass a drivers test, be 
physically fit, and show financial re- 
sponsibility or receipt for public lia- 
bility and property damage insurance 
in an insurance company licensed to 
do business in the State of Illinois. 

According to Senator Lewis J. 
Menges, of East St. Louis, chairman 
of the Commission, evidence pre- 
sented during hearings on the meas- 
ure indicate strongly that where pri- 
vate owned cars are involved in high- 
way mishaps, only a very small per- 
centage of cars are in perfect me- 
chanical condition and that few of 
the drivers carry insurance. 


Safety Campaigns Responsible 
for Drop in Traffic Fatalities 


FIGURES RECENTLY RELEASED BY 
THE NATIONAL SAFETY COUNCIL RE- 
veal that nearly 1800 lives have been 
saved by means of traffic safety cam- 
paigns during the period November 
1937 to February 1938. The decrease 
in fatalities was all the more encour- 
aging because of an increase in mile- 
age during three quarters of the peri- 
od. February deaths totalled 2,180 or 
60% less than in the same month 
last year and 20% less than for Jan- 
uary this year. The result of the 
February drop was a saving of 420 
lives. A total of 940 lives have been 
saved so far this year. 

Twenty-five states reported de- 
creases. Vermont showed a 44% 
drop for January and February, but 
Michigan, which ranked third with a 
39% decrease, was credited with sav- 
ing the largest number of lives—114. 
Maryland was second with a 40% 
decrease. 

Detroit, with 38 lives saved, ranked 
first among cities of the larger popu- 
lation. Milwaukee, with a 4% rating, 
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has the lowest death rate for Janu- 
ary and February among cities of 
more than 500,000 population. Bos- 
ton was second with 7.6%, and St. 
Louis third with 10.8%. 

The honor of being the largest city 
to report no automobile deaths for 
January and February went to Syra- 
cuse, New York. Twenty cities of 
more than 50,000 population and 187 
cities of more than 10,000 population 
reported no fatalities for the same pe- 
riod. According to reports 26 lives 
were saved in Cleveland, 23 in Los 
Angeles, 16 in Buffalo, 16 in Balti- 
more, 12 in Indianapolis, and 10 each 
in Milwaukee and Toledo. 


Supplemental Financed 
Automobile Ruling in Ohio 


IN ORDER TO OBTAIN UNIFORMITY 
THROUGH THE RECOMMENDATIONS OF 
the National Association of Insur- 
ance Commissioners, Robert L. 
Bowen, Superintendent of Insurance 
of Ohio, has issued the following 
ruling with respect to the placing of 
insurance on financed automobiles: 

Under date of November 6, 1936, this 
office issued a ruling requiring insurance 
companies that place insurance on financed 
automobiles to show the amounts of the 
premiums in any policies, certificates, ‘no- 
tices’, memoranda or similar documents de- 
livered to any mortgagor, mortgagee or 
mortgagee’s assignee, or any other person 
whose interests were insured thereunder. 

In order to obtain compliance with the 
laws of Ohio and to obtain uniformity 
through the recommendations of the Na- 
tional Association of Insurance Commis- 
sioners, the previous ruling is now supple- 
mented by the requirement that every such 
policy, certificate, “notice”, memorandum, 
or similar document covering property 
situated or located in Ohio, must be coun- 
tersigned personally by a licensed resident 
agent in this State of the insurance com- 
panies which provide the coverages, as re- 
quired by Ohio General Code, Section 5438. 


New Safety Magazine 


THERE HAS JUST COME TO OUR 
ATTENTION A MAGAZINE ENTITLED 
“Watch” which has for its purpose 
the pictorial presentation of accidents 
and how to avoid them. The make- 
up of this publication and the illus- 
trations and text it contains consti- 
tute an extremely intelligent and 
clever method of bringing the acci- 
dent problem to the mind of the 
public. 

Within a relatively brief space a 
wide variety of subjects are covered 
and the candid snapshots of both 
actual and potentia} trouble are strik- 
ing in a high degree. 
“Watch” sets a pace for accident 





April, 1938—11 


prevention literature and is a definite 
piece of inspiration in its special field. 
The American Mutual Liability In- 
surance Company of Boston which 
sponsors the publication is to be 
credited with a unique achievement 
in publicity material. 


Oregon Decision on Inter- 
vention By Liability Insurer 


IN A RECENT OREGON CASE (BRUNE 
VS. MCDONALD) THE COURT DENIED 
the motor vehicle liability insurer’s 
petition to intervene, although it was 
alleged that the plaintiff and the in- 
sured defendant were conspiring to 
defraud the insurer. The petition of 
the Pacific Indemnity Company al- 
leged that the parties embarked on 
a pleasure trip in defendant’s car and 
that both consumed intoxicating liq- 
uor; that they learned that there 
could be no recovery under the pol- 
icy on such a state of facts and 
therefore agreed that the plaintiff 
should file an action against the de- 
fendant and alleged that the latter 
was grossly intoxicated and operated 
his car at a grossly high rate of 
speed ; that the defendant should rep- 
resent to the insurer that these charg- 
es were true and that he should deny 
that plaintiff participated in any of 
the drinking or knew that the de- 
fendant was intoxicated. The In- 
demnity Company alleged that by rea- 
son of these facts the policy is void 
as to the accident in which this plain- 
tiff was injured, but that he will, 
unless restrained by the court, pro- 
cure judgment against the defendant 
and then delay action on the policy 
until just prior to the expiration of 
the period of limitation, by which 
time the witnesses will be unavail- 
able, and the intervenor will be un- 
able to defend. The insurer asked 
that the policy be declared void as 
respects the accident in which plain- 
tiff was injured and that plaintiff and 
defendant be perpetually enjoined 
from prosecuting any action against 
the intervenor, or this policy, grow- 
ing out of this accident. Following 
the general rule that the right which 
will authorize a third person to in- 
tervene must be of such a direct and 
immediate character that the inter- 
venor will gain or lose by the direct 
legal operation of the judgment, the 
court denied the petition to intervene, 
holding that the direct legal operation 
of the judgment in this case will not 
cause the intervenor to gain or lose 
anything. The embarrassment which 
intervenor alleges it will suffer by 
reason of the lapse of time necessary 
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to determine this action at law, be- 
fore the question of the validity or 
non-validity of intervenors policy of 
insurance can be presented, is not 
such an interest as the statute on in- 
tervention includes. 


Massachusetts Ruling on 
Financed Car Coverage 


INSURANCE COMMISSIONER FRAN- 
CIS J. DE CELLES, OF MASSACHUSETTS 
has notified all insurance companies 
doing business in the state who in- 
sure financed or mortgaged automo- 
biles or automobiles purchased on 
the deferred payment plan that pur- 
chasers of automobiles on such plans 
must be given full information re- 
garding their insurance coverage. 
The ruling is in accordance with the 
recommendations of the special com- 
mittee on a uniform plan affecting 
insurance on financed automobiles, 
adopted by the National Association 
of Insurance Commissioners at a re- 
cent meeting. The Department rul- 
ing which was effective as of April 
1, follows in full: 


Every purchaser of an automobile under 
a financing or deferred payment plan and 
every person who places a chattel mortgage 
for which an automobile is the security, 
whose car is insured, shall receive either: 

1. An insurance policy 


or 

2. A certificate of insurance 1t the car 

is insured under a master policy issued 

to a common vendor or finance company. 

If an insurance policy is issued the pre- 
mium charge shall be stated therein. 

The policy or certificate of insurance 
shall be countersigned by a bona fide resi- 
dent agent of this state. 

If a certificate is issued it is required that 
a notice be contained therein in bold face 
type to the effect that the certificate holder 
may obtain a policy upon application to the 
company’s Massachusetts agent or home 
office (stating name and address of same) 
and also information that the copy of the 
policy form may be seen at the Massa- 
chusetts Department, 8th Floor, 100 Nashua 
Street, Boston. 

The certificates shall contain the follow- 
ing information : 

1. The name of the insurance company. 

2. The number of the master policy. 

3. Certificate number. 

4. Name and address of the purchaser 
of the automobile. (Certificate hold- 
er). 

Description of the automobile in- 
sured. (This should include the 
trade name, year, model, engine 
number, maker’s number, informa- 
tion as to whether or not the sub- 
ject matter of the insurance is a 
new or used car). 

Information as to whether or not 
there are any encumbrances on the 
insured automobile. 
Conditions relative to 
proof of loss. 


Cash sale price of the automobile to 
the point of delivery. 


notice and 
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9. The types of coverage afforded by 
the policy. 
10. The limits of liablity. 


11. The date and term of the contract 
or certificate period. 

If, under certain circumstances, (such as 
nonpayment of installments when due) the 
holder of the master policy is given the 
option of cancellation, these conditions 
should be included in the certificate, other- 
wise the certificate holder must be given 
written notice of the cancellation. 

Whenever a premium is represented to 
a mortgagor whose automobile has been 
pledged as security under a chattel mort- 
gage, or to the purchaser of a financed 
automobile, the amount of such premium 
must be shown on the certificate of insur- 
ance issued to him and it shall be the actual 
premium paid and if-thereafter a return 
premium is due under the conditions of the 
policy, such return premium shall be com- 
puted on the basis of the premium repre- 
sented to the mortgagor or purchaser and 
shown on the certificate. 

If the premium is not represented to the 
mortgagor or purchaser and is not shown 
on the certificate of insurance issued to 
him, the return premium when due under 
the policy conditions shall be based on the 
published “tariff” or “manual rate.” 

Whenever a company elects to set up a 
defense under a policy provision or an 
“exclusion” that is not stated in the cer- 
tificate of insurance, notice must be given 
to the certificate holder by registered mail 
at least 10 days prior to the date such 
policy provisions will become effective and 
a similar notice must be given within 10 
days after receipt of notice of claim if the 
company’s defense is based upon any of 
the “exclusions” contained in the policy. 

Policy forms of mutual companies shall 
contain a provision, which may be attached 
by rider, that the mortgagor or the pur- 
chaser of the financed automobile shall be 
entitled to participate in dividends, if any, 
as his interest may appear, and the com- 
pany may make payment of dividends to 
the finance company, or dealer, or mort- 
gagee, as trustee for all parties. 

Policy forms of mutual companies shall 
also contain a provision, which may be at- 
tached by rider, that the company will not 
recognize any assignment of dividends if 
such assignment is made before such divi- 
dends have been declared by the company’s 
Board of Directors or’ committee having 
powers of Directors. 

All companies are hereby notified to file 
with the Commissioner of Insurance two 
copies each of the Master policy and all 
other policies, endorsement, rider and cer- 
tificate forms which will be issued to pro- 
vide the coverages indicated above, at least 
seven days before such forms are used. 


To Study Cost of 
Compulsory Motor Acts 


LEON F. SENIOR, PRESIDENT OF THE 
CASUALTY ACTUARIAL SOCIETY HAS 
announced that a resolution adopted 
at the meeting of the Council of the 
Society on March 17, has directed 
him to appoint a committee of seven 
to undertake a study of facts leading 
to the determination of costs cover- 
ing insurance under a compulsory 
automobile compensation act. This 
resolution was adopted because of 


the prevailing agitation on the sub- 
ject which has begun to take form in 
proposed legislation advanced in 
New York and other states. 

The proposed committee is to take 
no sides insofar as the merits of the 
subject are concerned, but is to de- 
vote itself entirely to ascertaining the 
principles and methods to be fol- 
lowed in determining adequate and 
reasonable costs for a model law, the 
type of the particular statute to be 
selected at the discretion of the com- 
mittee. 


The membership of the committee 
is as follows: Ralph H. Blanchard, 
Chairman, Professor of Insurance, 
School of Business, Columbia Uni- 
versity ; William J. Constable, Resi- 
dent Secretary, Lumbermens Mutual 
Casualty Company, Philadelphia; 
Harold J. Ginsburgh, Assistant Vice 
President, American Mutual Liabil- 
ity Insurance Company, Boston; 
Winfield W. Greene, Vice President, 
General Reinsurance Corporation, 
New York; Grady H. Hipp, Actu- 
ary, State Insurance Fund, New 
York; Francis S. Perryman, Secre- 
tary; Royal Indemnity; Thomas F. 
Tarbell, Actuary, Travelers Insur- 
ance Company, Hartford, Connecti- 
cut. 


Wallace Talks On Auto 
Accidents 


SECRETARY OF AGRICULTURE HENRY 
A. WALLACE AT THE AWARD DINNER, 
National Traffic Safety Contest of 
the National Safety Council, May- 
flower Hotel, 7 P.M., Tuesday, April 
12, 1938, had some significant things 
to say about the auto accident situa- 
tion. 

It is unnecessary to refer to the 
way in which the automobile has 
brought to the American family ever 
increasing freedom of movement and 
an expanding social radius. But with 
this expanding freedom of move- 
ment, effecting profound changes in 
our whole national fabric, there is 
also the price we pay in the tragic 
consequences of our failure to use 
the motor vehicle safely. 

The present occasion is perhaps 
typical of the method of attack which 
society is making upon many of its 
modern problems. Such a type of 
attack must combine the forces of 
government and voluntary organized 
groups. 

This plan of attack recognizes that 
to grapple effectively with so wide- 
spread and important an issue, the 
official forces of law and order can- 

(Continued on page 23) 
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In Most of the United States 
the Application of Coinsur- 
ance Is Optional with the 

Carrier. 
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In Many Foreign 
Countries the Co- 
insurance Principle is 
Made a Part of the 
Fundamental Insurance 
Law. 


Coinsurance 


By PROF. RALPH H. BLANCHARD 


SCHOOL OF BUSINESS, 
COPYRIGHT 1938 BY RALPH H. BLANCHARD, 
NEW YORK, N. Y. 


HE term “coinsurance” is used 

to designate various arrange- 

ments under which losses are 
shared by insurance carriers, and 
also the practice of requiring an in- 
sured to bear a part of his own loss 
under certain conditions. It is with 
coinsurance in the latter sense that 
this article is concerned. 

In marine insurance it is settled 
law that an insured may claim pay- 
ment of loss from his insurer only 
in the proportion which the amount 
of insurance carried bears to the 
value of the property insured. This 
principle is embodied in § 81 of the 
Marine Insurance Act of Great Brit- 
ain in the following language : 

Where the assured is insured for an 
amount less than the insurable value or, in 


the case of a valued policy, for an amount 
less than the policy valuation, he is deemed 
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to be his own insurer in respect of the un- 
insured balance. 


The rule is also followed by courts 
in the United States.1 But in most, if 
not all, other types of insurance this 
principle of coinsurance is applied 
only when definitely required by a 
provision in the policy contract. The 
quoted rule represents 100-per-cent 
coinsurance. If an insured has a con- 
tract covering property valued at 
$150,000, and insurance in the 
amount of $75,000, he will be paid 
only 50 per cent of any loss. Under 
a non-marine insurance contract the 
insured would receive payment of all 
losses in full, up to a maximum of 
$75,000, unless his contract contained 
an express provision for coinsurance. 

In many branches of insurance, 
notably fire, it is customary to apply 


1Vance on Insurance, 2nd ed., p. 79. 
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the coinsurance principle, although 
varying percentages of value are stip- 
ulated as a basis for the settlement 
of loss. Perhaps the best-known pro- 
vision is the “80-per-cent coinsurance 
clause”? under which recovery by 
the insured is limited to that propor- 
tion of any loss or damage that the 
amount of insurance bears to 80 per 
cent of the value of the property at 
the time of loss. If 80-per-cent co- 
insurance were applied to the above 
example recovery by the insured 
would be limited to the proportion 
which $75,000 (the amount of insur- 
ance) bears to $120,000 (80 per cent 
of $150,000) or % (75/120). The 
insurer would be liable for only $10,- 
000 on a $16,000 loss. 

Coinsurance is not applied in fire 
insurance to unprotected property. 
In some cases policies will be writ- 
ten with or without coinsurance, but 
at a lower rate with than without. 
Insurance on protected property is 
generally subject to coinsurance, with 
credit in the rate for percentages in 
excess of 80. 

Certain forms of inland marine 
policies carry coinsurance clauses, 
in some cases on a 100-per-cent basis, 
in others on an &80-per-cent basis. 
Coinsurance has long been applied in 
sprinkler leakage insurance, and dis- 
counts are allowed from the premium 
rate for a policy without coinsurance, 
varying from five per cent for one- 
per-cent coinsurance to 89 per cent 
for 90-per-cent coinsurance. The 
principle is also applied in burglary 
insurance and elsewhere in various 
degrees. 


ie many foreign countries the co- 
insurance principle is made a part 
of the fundamental insurance law. 
For example, in France, “if ap- 
praisal shows that the value of the 
thing insured exceeds, at the time of 
the casualty, the amount of insurance, 
the insured is considered to be his 
own insurer for the excess, and con- 
sequently bears a proportional part 
of the loss, in the absence of any 
agreement to the contrary.”® In cer- 
tain states of the United States, the 
application of coinsurance is restrict- 
ed by law.* In most states the appli- 
cation of coinsurance is optional with 
insurance carriers, and in some it is 
specifically authorized. 

Coinsurance might appear to be a 
scheme to force insureds to carry in- 
~ 2 Other clauses having the same general purpose 
are the “average clause”, “contribution clause’”’, 


“percentage coinsurance clause”, “reduced rate 
average clause’, etc. 

3 Art. 31, Law of July 13, 1930. 

‘Florida, Iowa, Indiana, Louisiana (fire), 
Maine (fire), Mississippi, Tennessee, Texas. “The 
Insurance Almanac”, 1937. 
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surance beyond their desires merely 
for the enhancement of the income 
of insurance carriers. Why should 
one who has insurance in the amount 
of $5,000 on property worth $10,000 
not be indemnified for any loss to a 
maximum of $5,000? A popular an- 
swer to this question, which is not 
without validity, is provided by a 
second question, which might be 
asked by the insurer: Suppose that a 
loss of $5,000 or less occurs, to which 
half of the value does it apply, the 
insured’s or the insurer’s? The basic 
reason for the application of coin- 
surance is found in the fact that the 
probability of loss is greater, in many 
forms of insurance, in the lower than 
in the upper brackets of value. Losses 
within the first $5,000 of value of 
properties worth $10,000 each will in 
the aggregate amount to more, often 
much more, than those parts of losses 
which exceed $5,000. 

Insurance carriers regularly write 
contracts providing for payment of 
the excess over a given sum at a 
lower premium rate than is charged 
for those covering the initial amounts 
of loss. An extreme illustration of 
this principle is found in collision in- 
surance on automobiles. For cars 
valued between $2,251 and $2,500 in 
New York City the premium for full- 
coverage collision insurance is $232; 
but if the insured will agree to bear 
himself the first $25, $50, or $100 of 
each loss, the premium becomes $120, 
$101, and $65 respectively. 


IGURES on the distribution of 

fire loss which were given in the 
Report of the Merritt Committee5 
are quite as cogent for purposes of 
illustration as when they first ap- 
peared. On a certain class of build- 
ings the average experience per 100 
fires and per $100 of value was ap- 
proximately as follows: 

No.of Average 

Loss Fires Loss 
$10 or less.....82 
10.01 to 20.... 6 
20.01 to 30 3 
30.01 to 40.... 2 
40.01 to 50.... 1 
50.01 to 60.... 1 
60.01 to 70.... 1 
70.01 to 80.... 1 
80.01 to 90.... 1 

2 


90.01 to 100... 


Assuming one fire for each 100 
buildings insured, 10,000 buildings 
would have produced 100 fires. If 
each building were valued at $1,000, 


®* Report of the Joint Committee of the Senate 
and Assembly of the State of New York appointed 
to Investigate Corrupt Practices in connection 
with Legislation, and the Affairs of Insurance 
Companies, other than those Doing a Life Insur- 
ance Business, Albany, 1911, pp. 82 ff. 
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the total value of the property would 
be $10,000,000 and the loss $9,160, 
or $0.0916 per $100 of value. If the 
full value were insured the rate 
would be .0916.6 But suppose that 
only 10 per cent of the value were in- 
sured. The carrier would then pay, 
per $100 of value, losses of $10 or 
less in full and $10 on each of the 
remaining losses as follows: 


82 losses of $10 or less 
18 exceeding $10 


The losses paid on $10,000,000 of 
value would be $3440; the insurance 
carried $1,000,000, and the rate, 
$0.344. 

Similarly it could be shown that 
the rate for 80-per-cent insurance 
would be $0.1091; the carrier would 
collect $8,730, and the losses payable 
would be $8,730. But suppose that, 
although the carrier assumed that 
insureds would take insurance to the 
extent of 80 per cent of value, and 
quoted a rate accordingly, insurance 
were actually taken out on each build- 
ing to only 40 per cent of value. In 
that case the amount collected at 
$0.1091 per $100 of insurance would 
be $4,364, and the losses payable 
$6,730. However, if in this latter 
case an 80-per-cent coinsurance clause 
were endorsed on the policy, the 
losses would be paid only in the pro- 
portion which the insurance carried 
bore to 80 per cent of the value of 
the property, $400/800 or 50 per 
cent. Settlements per $100 of value 
per 100 fires would be made as fol- 


Payments 
2 


The application of the coinsurance 
clause would reduce the amount pay- 
able to $4,365, the amount paid by 
the insured.’ Had the carrier charged 
a rate adequate to pay $6,730, it 
would have collected approximately 
$0.17 per $100 of insurance. This ex- 
ample indicates the manner in which 
the coinsurance clause justifiably pro- 
tects the insurance carrier. 

It is possible, of course, to charge 
a rate for insurance without the co- 
insurance clause which will produce 
premiums adequate to cover all loss- 

* This rate would provide for losses. If rates 
were figured on the basis of a 50-per-cent loss 
ratio, the rate charged would be $0.18 (dropping 
fractions). 

7 $1.00 difference due to dropping two decimals. 


es, but if that is done, it means that 
those who carry full insurance are 
paying an excessive rate, and those 
who carry less than full insurance an 
inadequate rate. Where insured 
property is subject to fires which 
usually result in a large percentage 
of loss to value, and often in total 
loss, as in the case of unprotected 
frame buildings, the absence of the 
coinsurance clause does not work ap- 
preciable injustice. At the other end 
of the scale, the writing of the high- 
est grade “fire-proof™ buildings in 
protected areas without coinsurance 
would be extremely inequitable. It 
is sometimes said that not over 15 
per cent of the value of a modern 
“fire-proof” office building is subject 
to loss in any one fire, excluding con- 
flagration losses. An owner who in- 
sured such a building for 15 per cent 
of its value would therefore receive 
in practically all cases the same pay- 
ments of loss as would the owner in- 
suring for 80 or 100 per cent. 

While the examples given have 
been largely from the fire insurance 
field, the principle is applicable wher- 
ever there is a tendency for percent- 
ages of loss to value to be concen- 
trated in the lower brackets. 

A SIMILAR situation may be 
observed in liability and health 
insurance, where coverage of small 
individual losses is much more ex- 
pensive than coverage of losses in the 
upper brackets. For example, the 
cost of liability insurance will be in- 
creased in some cases only 15 per 
cent when the limits are doubled. If 
disability benefits under a health in- 
surance policy begin only after the 
first four weeks of disability, the pre- 
mium will be discounted by percent- 
ages much larger than the proportion 
which the four weeks bears to the 
maximum period during which bene- 
fits may be paid after four weeks. 

Since the application of the coin- 
surance principle is based on the situ- 
ation at the time of loss, the insured 
who would avoid being penalized on 
account of insufficient insurance must 
be careful to maintain insurance in 
an amount which will at least equal 
the percentage specified in the coin- 
surance clause. With fluctuations in 
the value of buildings there is always 
a possibility that insurance which 
was adequate at the time of writing 
the policy has become inadequate at 
the time of loss. To obviate this pos- 
sibility there has been used in some 
jurisdictions an “Agreed Amount” 
or “Guaranteed Amount” clause, 


(Continued on page 26) 
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The Farmer's Attention Is Naturally So Occupied With the Details of His Work That He Often Forgets to Figure On His Insurance Needs. 


N contrast with the problem of 
of over-insurance which was dis- 
cussed in the March issue of the 

Journal the problem of under-insur- 
ance relates primarily to personal 
property rather than to buildings. 
Personal property including livestock 
is very generally covered in groups 
or classes of insured items, each 
group or class carrying a stipulated 
amount of insurance. The units of 
property within each group or class 
are, therefore, blanketed by the in- 
surance sum applying on the group. 

As a result, a given unit of prop- 

erty, such as a piece of farm machin- 
ery, a set of harness, a horse, or a 
cow, does not carry a stipulated 
amount of insurance as does a build- 
ing, and the insured has little expec- 
tation, in case one or two of these 
units are lost, that he will collect 
any predetermined amount of insur- 
ance. The amount named in the pol- 
icy for the group or class becomes 
due only in case a larger number of 
the units of property within the in- 
sured group should happen to be lost 
and this is a relatively remote possi- 
bility. In any case such a contingency 
is not generally a consideration when 
the insured makes his application. 
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Insurance in Relation to Walue As A Farm 


Mutual Problem 


By ¥. N. VALGREN 


WASHINGTON, D. C. 
Part Il. 


Even more in the case of livestock 
than in the case of other property 
covered by blanket items of insur- 
ance, the insured normally feels ade- 
quately protected if he has sufficient 
insurance on the group or class to 
cover a part of the animals he owns. 
More especially is this true in the 
case of the larger farmer whose an- 
imals are housed in different build- 
ings. Even if his cattle and horses 
are at times housed in the same build- 
ing he expects in the case of fire that 
at least some if not most of them will 
be saved. 


For most parts of the country it 
should be pointed out in this connec- 
tion, the danger of loss of farm an- 
imals from hazards covered by the 
fire insurance policy arises from 
lightning more largely than from fire. 
The animals spend the larger part of 
the year in the open fields where loss 
of an animal from fire is well nigh an 
impossibility. Even the work animals 
on the farm are actually in the barn 
only a minor part of the time. Losses 
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on animals from lightning in the open 
fields generally means the loss of a 
single animal rather than a group. 
While the loss of a substantial num- 
ber of animals from a single light- 
ning stroke may occur, such occur- 
rences are relatively rare. 


S a result of the conditions indi- 

cated the farmer is likely to 
feel that he has provided adequate 
protection on his*livestock and other 
personal property if his insurance is 
sufficient to cover a half, a third or 
even a fourth of its value. In any 
case this tends to be true of the farm- 
er with substantial quantities of per- 
sonal property including substantial 
numbers of farm animals. It is, of 
course, particularly likely to be true 
if the company permits the blanket- 
ing of the farmer’s personal property 
in few and large groups, or when, as 
has been done in extreme cases, all 
personal property is covered in a 
single group. 

A few farm mutuals, in fact, have 
permitted the blanketing of all per- 
sonal property of the insured farmer 
under a single item of insurance even 
when such personal property was lo- 
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cated on two or more separate farms. 
In such a case the farmer may be 
quite fully protected against any loss 
that is at all likely to occur, if he car- 
ries an amount of insurance equal to 
25 per cent or even a smaller percent- 
age of the total value of his personal 
property. Nevertheless, every unit 
or piece of property insured by him 
is just as likely to be lost by fire or 
lightning as are the units of property 
of a smaller farmer who owns a very 
limited number of units. In other 
words, under an arrangement involv- 
ing extreme blanketing of personal 
property, the wealthy, or in any case 
the large farmer, can protect himself 
against loss with an amount of insur- 
ance little if any greater than is need- 
ed and carried by a small farmer 
whose likelihood of presenting the 
company with a loss may be only a 
tenth as great as that of the wealthier 
farmer. 


In recognition of these facts, most 
farm mutuals insist upon grouping 
the units of personal property in rea- 
sonably small and more specific class- 
es, as for instance, household goods, 
farm machinery, hay and grain in bin 
or stack, horses, cattle, hogs, etc. with 
each group or class carrying a stipu- 
lated amount of insurance. This 
tends, of course, to compel the owner 
of larger quantities of personal prop- 
erty to carry more nearly the proper 
amount of insurance on each group 
or class than if he is allowed to 
blanket larger groups or classes. Even 
with this precaution, however, the 
farmer with a substantial number of 
horses, a substantial number of cat- 
tle, or larger groups of other personal 
property, is tempted to under-insure 
if permitted, and thereby to get more 
protection in comparison with what 
the smaller farmer gets for the same 
insurance costs. 


Many farm mutuals, therefore, 
have resorted to yet other devices 
to compel the carrying of proper 
amounts of insurance on personal 
property in order to make the dis- 
tribution of insurance costs among 
their members as equitable as pos- 
sible. A few of these methods or 
devices merit special attention. 


NUMBER of the Eastern farm 

mutuals provide in their pol- 
icies that whenever insurance covers 
a number of units of property in a 
single item such insurance shall be 
pro-rated over the different units 
covered in proportion to the value of 
each unit. If, under such a provision, 
three horses are covered with $200 
of insurance and one of these horses 
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is worth only $50, the second $100 
and the third $150, the loss of the 
$50 horse will call only for such part 
of the $200 of insurance as $50 is of 
$300, or a total of $33.33. 

Another more simple and admit- 
tedly somewhat cruder plan of en- 
forcing reasonably full insurance on 
livestock is in use by many of the 
farm mutuals in the Middle West. 
This plan provides that in case of 
loss of an animal the indemnity due 
shall not exceed a sum equal to the 
insurance on the group divided by 
the number of animals in the group. 
In connection with such a provision 
as well as in connection with the 
earlier provision, the general prin- 
ciple of insurance is, of course, also 
applied that in no case shall the in- 
demnity due exceed the value of the 
property lost. Under the second plan, 
however, it may happen that the loss 
of a less valuable animal in the group 
will call for indemnity equal to the 
full value of the animal lost, while 
the loss of a more valuable animal in 
the group will call for indemnity of 
only a part of the value of such an- 
imal. It is a simple and effective way 
of compelling members to carry rea- 
sonably full insurance, but is ad- 
mittedly somewhat unsatisfactory in 
its results. 

A substantial number of farm mu- 
tuals in lieu of either of the two plans 
already outlined, have in their pol- 
icies a co-insurance clause with spe- 
cial reference to livestock. Such a 
clause provides, of course, that in 
case of loss the indemnity due shall 
in no case exceed such part of the 
loss as the insurance carried is to 
the total value of the property cov- 
ered. This is obviously a 100 per 
cent co-insurance clause and compels 
a man, in order to gollect full indem- 
nity for a lost animal, to carry insur- 
ance equal to 100 per cent of the 
value of the group. 


Only a small but an increasing 
number of farm mutuals appear in 
this connection to have recognized 
the fact that on other property they 
neither expect nor permit the mem- 
ber to carry 100 per cent coverage. 
Such mutuals when they limit their 
insurance on buildings to 75 per cent 
of the value, provide in their co-in- 
surance clause with reference to live- 
stock that the indemnity in case of the 
loss of an animal shall be limited to 
such part of its value as the insur- 
ance on the group bears to 75 per 
cent of the value of the group. In 
other words, the co-insurance clause 
pertaining to livestock calls for only 
such percentage of coverage as is 
aimed at for all other classes of prop- 
erty. 





bose present tendency among the 
farm mutuals is quite strongly in 
the direction of compelling so far as 
possible all members to carry insur- 
ance on their personal property in 
substantially the same amount rela- 
tive to the value covered as is gener- 
ally written on buildings. In connec- 
tion with livestock which presents a 
special problem in this _ respect, 
this is quite effectively accomplished 
either by one of the pro-rating claus- 
es described, or by the proper appli- 
cation of the co-insurance princi- 
ple. The pro-rating clause for live- 
stock which distributes the insurance 
equally over the animals in the group 
is somewhat crude in its results. 


The other pro-rating clause, which 
distributes the insurance in the pro- 
portion of value of each animal to 
the value of the insured group, dif- 
fers in principle scarcely at all from 
the co-insurance clause. The differ- 
ence is largely one of wording, or, 
perhaps more accurately, one of 
method of approach. The one ac- 
tually distributes the insurance over 
each unit in the group in proportion 
to the value of each unit therein. The 
other says nothing about the distribu- 
tion of the insurance, but, neverthe- 
less, limits the indemnity in such a 
way as to imply that the insurance 
was distributed on a plan identical 
with that of said pro-rating clause. 
The co-insurance clause, however, 
lends itself more readily to the re- 
finement of requiring for full pro- 
tection only such a percentage of 
value on livestock as is permitted on 
buildings. 

In a mutual organization particu- 
larly, it seems impossible to defend 
any plan which gives unfair advan- 
tage to owners of large quantities of 
property as against the owners of 
smaller amounts. In other words, rea- 
sonable equity in the distribution of 
insurance cost seems a logical and 
necessary part of true mutual or co- 
operative insurance. Failure to make 
the owners of larger quantities of 
personal property pay their propor- 
tionate share of insurance costs, it 
may be further pointed out, is not 
only unjust to other members of the 
company, but tends to discredit the 
record of the company for low cost 
of protection, by making its losses 
appear greater than they really are 
in proportion to the quantity of prop- 
erty protected. This results, of 
course, from the fact that the amount 
of insurance carried and over which 
the losses are spread, is unduly small 
by reason of the wealthier or larger 
farmers failing to carry and to pay 


(Continued on page 26) 
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WHAT IS A “FIRE”’—AN INSURANCE 
DEFINITION 


N interesting discussion of the 
subject “What Is a Fire” is 
contained in a recent issue of 

the University of Newark Law Re- 
view. It is by Lawrence J. Acker- 
man, one of the younger professors 
of insurance in Eastern circles and 
is of unique style for an academic 
effort. Beginning and ending with 
quotations from Through the Look- 
ing Glass, it is bright where ordina- 
rily such a treatise would be dull, and 
there are chuckles even in the foot- 
notes, which are almost unheard of. 
Certainly, from the standpoint of 
readability the article is unique. 


We wish we had space to print the 
text entire to allow the student of 
insurance to explore along the path 
of well arranged information, but 
the path extends for some 34 pages 
and we do not have that much space 
available. But by omitting some of 
the footnotes and choosing especially 
significant paragraphs we hope to 
give an idea of what the article con- 
tains.* 


The standard fire insurance policy! 
covers “all direct loss or damage by 
fire’. But, nowhere in this fulsome 
contract is a definition of the word 
“fire”. What is it?? What are its dis- 
tinguishing features—its ingredients ? 
Does the chemistry definition® help: 
rapid combustion—a combined union 
of an oxidizable substance with oxy- 
gen of the air? Does the dictionary 
meaning solve the problem? Web- 
ster’s International Dictionary gives 
this generalized form: “the principle 
of combustion as manifested in light 
especially flame and in heating, de- 
stroying and altering effects—com- 
bustion, ignition”. An examination 
of the cases will disclose the perti- 
nency of these definitions. 





* The matter following is composed of excerpts 
from Professor Ackerman’s article. 


12 N. J. Comp. Stat. (1910), p. 2862, §77; Con- 
solidated Laws N. Y.—Chap. 33, Sec. 121; Vance, 
Insurance (2nd Ed. 1930), p. 953. 


_ ?Since the writer commenced the teaching of 
insurance, he has each year posed the question: 
what is a “fire’’? to his students in fire insurance. 
The reactions may be classified into four groups. 
There are those who laugh because the professor 
is joking again. Some will gaze with a superior 
air of sympathy—these naive, dull teachers! A 
few will relight the dimming fires of memory and 
give some formal definition—usually chemical in 
nature. Those who are actively engaged in the 
insurance business will have some notion of the 
Insurance meaning. 


* The view as given in the text represents the 
Present analysis of fire as taught in the schools. 
It stems from the experiments of Lavorsier. He 
tang the requiem bell for the old Aristotlean 
theory. Aristotleans believed there were four 
elements—earth, air, fire and water. There were 
also four principles-—heat, cold, dryness and wet- 
ness. Each element contained two principles. 
Fire contained the principles of heat and dryness. 

he growth of the experimental technique proved 
the scientific untenability of this theory. 


The first requirement, to satisfy 
the composite legal formula devel- 
oped in the cases, is that there must 
be ignition, producing a visible glow 
and flame or light. The point seems 
to be taken for granted. The cases 
dealing with it are few and, in the 
majority, outworn relics of a fast re- 
ceding past. The text book author- 
ities assume it without dissent. 


The problem arose originally in 
connection with lightning destruc- 
tion. The early continental authori- 
ties were convinced that lightning 
was fire. They apparently were rely- 
ing on biblical descriptions. The 
American courts, however, refused to 
follow the conclusions of the conti- 
nental jurists. The head case, al- 
though not the first case, is Babcock 
v. Insurance Co.* The court devoted 
itself to an extensive excursion into 
the then current physical theories of 
lightning. The case is replete with 
citations to books and lectures deal- 
ing with the phenomena of electricity 
and lightning. From this maze of 
erudition, the court is led to a denial 
that lightning fits into the insurance 
concept of a “fire”. The court then 
states the general rule as to ignition: 
“Unless therefore there be actual ig- 
nition, the insurers are not liable. 
Not that the identical property to 
which the damage occurred should be 
consumed or even ignited, but there 
must be a fire or burning which is the 
proximate cause. It is immaterial 
how intense the heat may be; unless 
it be the effect of ignition, it is not 
within the terms of the policy. The 
heat of the sun often contracts tim- 
ber, from which losses occur but 
they would not be considered losses 
by fire.” 


The very courts who were denying 
that lightning constituted ignition, 
were affirming at the same time, that 
gunpowder explosions did possess 
the element of ignition. The distinc- 
tion seems highly refined. It is curi- 
ous to note that continental jurists 
were in harmony with the American 
courts on this point. However, again, 
explosion problems were eliminated 
by an express exclusion in the Stand- 
ard Fire policy. 


The more recent cases involving 
ignition revolve about heat and steam 
damage and the courts consistently 





*6 Barb. (N. Y.) 637 (1849) aff'd 4 N. Y. 
326, supra note 6. This case was completely 
overlooked, however, in St. John v. Ins. Co., i1 
N. Y. 518 (1854). The court, in the latter case, 
reached the same result but stretched to Louisiana 
for precedent. 





April, 1938—17 


have refused recovery. This view is 
succinctly expressed in the Gibbons 
case.> “The Common understanding 
of the word fire would never include 
heat, short of the degree of ignition, 
however produced.” Ignition is the 
foundation stone of our definition. 
Let us explore further. 


HE fire must be accidental. It 

cannot be the consequence of an 
intentional effort. This rule is well 
nigh universal. In Thompson v. Hop- 
per,® the English court expressed the 
omniscience of this principle; “a 
maxim of our insurance law and of 
the insurance laws of all commercial 
nations, that the assured cannot seek 
indemnity for a loss produced by his 
own wrongful act.” The reasons for 
such a view, however, vary to some 
degree. Thus, it has been argued that 
to permit a recovery would offend 
the sensibilities of that nebulous, per- 
vasive ruler—public policy. Why? 
Because it would tend to induce 
crime. This argument is a well known 
one in the field of insurance and in- 
surance law. It has been one of the 
twin corner stones for that mori- 
bund doctrine, insurable interest. It 
serves to bar incendiaries from col- 
lecting on their fire policies. Appar- 
ently, the criminal penalty of arson 
is no deterrent. Without the for- 
mer remedy, intentional destructions 
would increase materially. This seems 
fantastic reasoning. * * * 


Is negligence then a bar to recov- 
ery? Again, the rule is universal. 
Negligence is not a bar to recovery 
by the assured. Mr. Justice Story 
states the doctrine with some attempt 
to dig at the foundations of the rule: 
“As applied to policies against fire 
on land, the doctrine has for a great 
length of time prevailed, that losses 
occasioned by the mere fault or neg- 
ligence of the assured or his serv- 
ants, unaffected by fraud or design, 
are within the protection of the pol- 
icies; and as such recoverable from 
the underwriters. It is not certain 
upon what precise grounds this doc- 
trine was originally settled. It may 
have been from the rules of interpre- 
tation applied to such policies con- 
taining special exceptions and not ex- 
cepting this; or it may have been and 
more probably was founded upon a 
more general ground that as the 
terms of the policy covered risks by 
fire generally no exceptions ought to 
be introduced by construction except 
that of the fraud of the assured 
which, upon the principles of public 





5 Gibbons v. Ins. Institution, 30 Ill. App. 263 
(1889). 


© Thompson v. Hopper, 6 E. & B. 171. 
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policy and morals, was always im- 
plied. It is probable, too, that the 
consideration had great weight that 
otherwise, such policies would prac- 
tically be of little importance, since, 
comparatively speaking, few losses 
of this sort would occur which could 
not be traced back to some careless- 
ness, neglect or inattention of the 
members of the family.” This is the 
rule. It requires little comment. Few 
can quarrel with it. 


Some courts, however, worship- 
ping at the tarnished shrine of medi- 
eval metaphysics, have attempted to 
create a twilight zone between the 
daylight strand of negligence and the 
midnight ocean of intentional de- 
struction. They label this judicial 
haze—gross negligence. The doc- 
trine was delivered into the world by 
the famous Chief Justice Shaw. Its 
mother was the case of Chandler v. 
Insurance Company.’ “The question 
then is, whether there can be any mis- 
conduct, however gross, not amount- 
ing to a fraudulent intent to burn the 
building, which will deprive the as- 
sured of his right to recover. We 
think there may be. By an intent to 
burn the building, we understand a 
purpose manifested and followed by 
some act done tending to carry that 
purpose into effect, but not including 
a mere nonfeasance. Suppose the in- 
sured, in his own house, sees the 
burning coals in the fireplace roll 
down on to the wooden floor and 
does not brush them up; this would 
be mere nonfeasance. It would not 
prove an intent to burn the building, 
but it would show a culpable reck- 
lessness and indifference to the rights 
of others. Suppose the premises in- 
sured should take fire and the flame 
begin to kindle in a small spot, which 
a cup of water would put out; and 
the assured has the water at hand but 
neglects to put it on. This is mere 
nonfeasance ; yet no one would doubt 
that it is culpable negligence.” A 
legal Kalikak family had come into 
tem. = ° 9 

But, the doctrine had taken hold. 
The timid, cautious step of the child 
became the sturdy, bold stride of the 
man. Nonfeasance took on its old 
partner misfeasance. Soon the courts 
were busy at work constructing defi- 
nitions of this strange phenomenon. 
The Mickey case® began this game. 
Gross negligence is that course of 
conduct “as one with ordinary pru- 
dence under no circumstances, would 
fall into”. This is more rationaliza- 
tion than definition. If a man is guilty 
of gross negligence, then he is not an 


™3 Cushing 328 (1848). 
® Mickey v. Ins. Co., 35 Iowa 174 (1872). 
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ordinary prudent man. If he is an 
ordinary prudent man, he can’t be 
grossly negligent. Now, what is gross 
negligence? 

The definition took clearer shape. 
Gross negligence is “the want of that 
diligence which even careless men are 
accustomed to exercise”. Who knows 
the degree of care careless men take? 
It is far easier to stack up conduct 
with some ideal conception of con- 
duct which the juror might have in 
terms of the much maligned and 
sinned against reasonable man. And 
even that is no child’s play. The poor 


juror is led to the torture chamber. 
*x* * * 


IS destruction accidental if an as- 
sured, while insane, destroys his 
property by fire? The courts are 
unanimous in their answer. Such de- 
struction is within the coverage of a 
fire insurance policy. The rule and 
its reason are thoroughly and clearly 


stated in Blindell v. Insurance Co.® 
*x* kx * 


There is but a single problem in 
completing this phase of our journey. 
It has been contended that once the 
insane person or his representatives 
have recovered, the insurance com- 
pany may then, under its subrogation 
rights, sue the insane person’s repre- 
sentatives for the amount of the loss. 

In the Showalter case,’® the insane 
person jointly owned a barn with a 
relative. He intentionally fired it. 
In a suit against the company, the 
insane person’s committee recovered 
the amount of $606.23. Thereupon. 
the company took subrogation and 
sued the assured’s committee. The 
amount of recovery—$605.74. The 
action of the company sounded in 
trespass which implies intent. How- 
ever, the court avoided the glaring 
contradiction in its attitude by pull- 
ing another principle from the grab 
bag of legal aphorisms. They relied 
on the principle that where a loss 
must fall upon one of two persons 
equally innocent, it must be borne 
by the one who caused it. But, what 
of the result? The insane person re- 
covered nothing. * * * 

The wayfarer wends further along 
this interesting road, seeking new 
sights to appease the mind’s eye. If 
someone other than the assured de- 
stroys the property, can a recovery 
be had? The immediate reaction 
generally is—No question about it. 
Let us see. 


In the case of Meily v. Insurance 


128 Ky. 389, 108 S. W. 325 (1908). 


10 Showalter v. Ins. Co., 3 Pa. Super. Ct. 448 
(1897). 


Co.,1! the assured was a corporation. 
All the stock but one share was 
owned by the Meily family. One of 
the family, G. W. Meily, was accused 
of firing the building. The following 
charge was upheld: “If from the 
whole evidence you find that G. W. 
Meily had control, management and 
power of disposition of the property, 
the same as if he had title or that 
there was an understanding among 
them” (the stockholders) “that he 
should burn the property in order 
that they might collect the insurance 
and that G. W. Meily did... wilfully 
set fire to his store... then... find 
a verdict for defendant”. Apparently, 
then, the question is who benefits by 
the destruction. If the destroyer is 
benefitted financially, then no re- 
covery. 

Prior to this case, a federal dis- 
trict court of Rhode Island in Perry 
v. Insurance Co.,'* has held that de- 
spite the destruction of a wife’s prop- 
erty by her husband, the wife may 
recover on her fire insurance policy. 
* * * 

The Meily case was followed in 
1925 by Insurance Co. v. Queens 
City Bus and Transfer Co.'* In this 
case the incendiary had a chattel 
mortgage on the property of the cor- 
poration. He was president of the 
corporation. He held one-fourth of 
the capital stock. At the time of the 
fire, a condition of the mortgage had 
been breached and by virtue of the 
mortgage provisions, the mortgagee 
had become the legal owner. Yet 
under these facts, the court held that 
the “incendiarism of the mortgagee 
cannot be imputed to the mortgagor.” 
* * * 


HE Federal doctrine marches on 

in the case of Kimball Ice Co. v. 
Insurance Co.'* which introduces a 
new element—witness the language: 
“The right of recovery upon an in- 
surance policy in behalf of stockhold- 
ers and owners of a company, is not 
necessarily defeated or prejudicially 
affected by the action of an officer of 
the company acting in an improper 
manner ; but where, in a case like the 
present, especially if there was fraud 
or wrongdoing on the part of the 
company’s representative in procur- 
ing the policy, it presents a very dif- 
ferent question. This is undoubtedly 
true where the specific charge of 
fraud in the procurement of the pol- 
icies and the actual burning of the 

(Continued on page 21) 


11142 Fed. 873 (C. C. E. D. Pa. 1906), aff'd. 
148 Fed. 683 (C. C. A. 3rd 1906). 


1211 Fed. 485 (1882). 
133 Fed. (2d) 784 (C. C. A. 4th 1925). 
418 Fed. (2d) 563 (C. C. A. 4th 1927). 
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“BUNK OF THE MONTH” 

















\W/E HAVE been gratified of late to observe that the era of tremendous dis- 
coveries is not past. Here and there, recently, certain stock companies and 
agents have announced the solution of the great mystery of why do the mutuals 
succeed. Or at least they have revealed the reason why it is becoming harder 
and harder for the stocks to withstand mutual competition. It is because, they 
say, the mutuals, after all, really have something in the way of men and methods 


—but read on below. 

















HE editorial formula for pub- 

lishing an insurance magazine 

calls for the mixing, in various 
proportions, of news of meetings, 
extracts from speeches, details of 
shifts in company personnel, and ex- 
positions of one side or another of 
the unending squabbles between the 
numerous groups included in the 
business. It is a formula that gets a 
great many names into type, but one 
that is likely to make for rather 
dreary reading. Occasionally, how- 
ever, an item slips into print which 
is genuinely amusing, and the fol- 
lowing article from the pages of one 
of our esteemed contemporaries is 
none the less amusing because its 
humor is unconscious. 

Under the title “On Meeting Com- 
petition” it states: 

“Will Wrightem, the alert field cor- 
respondent of the Yorkshire Group, who 
has a regular column in TYG, the Group’s 
agency paper, wrote the following for a 
recent issue: 

“*Mutual competition! Yesterday a 
threat—today a constant problem—tomor- 
row??? Mutual companies are not made 
up of ogres or halfwits who are intent 
upon running their companies to the wall. 
The serious mutual competition of today 
is not that of unintelligent rate cutting. 
We all know that their costs are low, but 
beyond that, what have they that we have 
not?—-are their engineers any better ?—are 
they better salesmen?—is it possible that 
their underwriting is quicker to reflect 
changed conditions?—is it that they are 
not willing to rely wholly on friendly con- 
tacts to maintain contracts ?—is it that they 
are more alive to the need of education for 
the insuring public?—whatever your an- 
swer may be, now is the time to strengthen 
ties with assureds by study and effort, that 
their insurance protection may be so well 
handled that the forms you prepare and 
the rates you quote will stymie this com- 
petition. A so-called “rating expert” who 
spends his time looking for mistakes in the 
fate makeup, rather than doing some con- 
structive work in reducing hazards, is just 
an example of misapplied energy which 
leads to the loss of business. 

“*The client whose needs require that he 
assume the burden of heavy insurance 
Premiums should have the benefit of term 
policies. Are you insuring the savings pro- 
vided by these term policies by selling un- 
earned premium insurance?’ ” 

It seems to us that Will Wrightem, 
the alert field correspondent, has 
started something there in calling 





attention to the fact that mutual ex- 
ecutives are neither ogres nor half- 
wits. Possibly he has gone so far 
that he will be accused of being a 
traitor to his class. For certainly 
stock company executives, who have 
been making exactly such claims for 
years every time they talk to their 
agents, are not likely to relish the 
necessity for revamping their entire 
acts. 

But if this article marks the be- 
ginning of a trend which is to see 
stock company executives dealing in 
realities, instead of merely spouting 
fanciful theories and formulae, it 
should certainly be welcomed by the 
long-suffering stock agents. For too 
long they have been sent out into a 
highly competitive field armed with 
such popguns as lists of defunct non- 
stock carriers,* despite the fact that 
any non-stock representative can pro- 
duce a list of defunct stock carriers, 
and can point without difficulty to a 
number of mutuals that have oper- 
ated for a long period of years. And 
while it may be that no better weap- 
ons are to be provided for them, it 
seems only simple justice that they 
should be told that they are carrying 
popguns and not heavy artillery. 


The fine disregard which many 
executives have had for the embar- 
rassments to which their agents are 
subjected, when they attempt to 
make sales use of the misinformation 
which has been handed them, par- 
allels closely the anecdote of the cub 
reporter who had been sent to the 
home of a notoriously crotchety 
financier for an interview. 


“T put my foot in the door as soon 
as the butler opened it,” the reporter 
stated in explanation of his torn coat 
and skinned countenance. “But then 
the butler called the chauffeur and 
they pitched me right down the front 
steps.” 

“Get right back out there and see 
that man,” the city editor ordered 
him courageously. “By Gad! We’ll 
show that fellow he can’t bluff us.” 


*This instance is sunetiod with the utmost 


frankness by The Republic Monthly of Dallas. 
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Often we have wondered what the 
stock agents themselves think about 
being told over and over that their 
product is incomparably the best on 
the market, and that they need only 
to get out and strive with might and 
main for the dear old company in 
order to bring home the scalps of 
numerous policyholders. But we 
have always felt that it was a subject 
too delicate to discuss with agents 
whose sensibilities had likely already 
been rubbed raw by the rebuffs of 
hard-boiled prospects. 


UITE by accident, however, we 


recently got into a discussion 
upon a very similar matter with two 
individuals whose attitudes toward 
the advantages of stock vs. mutual 
insurance may best be described as 
completely neutral; neither one of 
them had ever heard that there was 
any such distinction. We encoun- 
tered these two individuals in an es- 
tablishment devoted to the quenching 
of thirst, and it was almost no time 
at all before we learned that they 
were prizefight managers, and that 
their names were, respectively, Eddie 
and Leadpipe. 


“What type of advice,” we inquired of 
Leadpipe, “is it your practice to give be- 
tween rounds to one of your fighters who 
is, as they say, getting his ears punched 
off? Is it considered good strategy to ad- 
vise him that he is doing real well in there, 
and is out in front, when it is obvious to 
you that quite the reverse of this is true?” 

“That is a very nice question,” Leadpipe 
nodded reflectively. “And I will tell you 
the answer in this way. It all depends on 
how dumb the fighter is. Now you take a 
smart fighter and say he gets a clip over 
his eye that is going to need maybe seven, 
eight stitches later on, and you say to him 
like this: ‘See, I tell you that guy can’t 
punch. That punch he hang on your eye 
come all the way from China, and it 
didn’t hardly even scratch you’. You tell a 
smart fighter that and chances are he is 
going to spit right in your eye, and tell you 
to stop conning him and get some solution 
on that cut before he bleeds to death. But 
a dumb fighter, maybe he will believe that. 
Even then though it is not such a good 
idea because next day his little woman is 
going to be around taking whacks at you 
with an umbrella for leaving him get all 
chopped up that way.” 

“Of course you have got to encourage a 
boy,” Eddie put in. “Many a time he will 
figure he is hurt more than he really is. 
Like for instance maybe his nose gets 
broke and he figures that is pretty bad, 
when the fact is that there is no bones 
broke at all but just some carthage which 
will heal up quick. But what is your angle, 
friend, in finding out about this?” 

At this point we explained that our line 
of business is insurance, and that a similar 
point often comes up in that company 
executives encourage their agents to go out 
and “get their ears punched off” by arming 
them with inadequate or erroneous infor- 
mation. Strangely enough both Leadpipe 
and Eddie were highly indignant. 
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“It just goes to show you,” Eddie ob- 
served, “that them legitimate business men 
are like anybody else. Here I figured that 
such people operated strictly cold turkey, 
and sent their people in with as much the 
best of it as possible, and here you claim it 
is the custom for them to leave their peo- 
ple wide open. That is certainly a surprise 
to me.” 

“Tt is certainly not my idea of a legiti- 
mate business man,” Leadpipe agreed. 
“Conning a dumb fighter is one thing, be- 
cause all’s he can do is go out for the next 
round and take his beating. But making 
suckers out of your own fellows who are 
out there trying to get some action for your 
insurance business does not seem very sharp 
to me. It is a wonder they don’t get many 
a punch in the nose when these fellows go 
out and find out they are being played for 
a chump.” 


INCE hearing this extremely prac- 

tical analysis of the inadvisability 
of misleading one’s employes or as- 
sociates, we have read several arti- 
cles, such as the one quoted above, 
which indicate that the stock execu- 
tives are becoming more considerate 
of the agents. We have almost 
reached the point where we will ask 
an agent how his more intelligent 
prospects react to his explanation of 
the Dauwalter Formula. 

One of the best recent examples 
of getting down to bedrock which 
has come to our attention was an 
address upon the “Safe Driver Re- 
ward Plan” which vice-president 
Jesse W. Randall of the Travelers 
delivered before a recent meeting of 
the Underwriters Association of 
Norwich, Connecticut. When the 
“Safe Driver Reward Plan” was 
announced by the organization stock 
casualty companies it was put for- 
ward as their contribution toward 
the decreasing of the automobile ac- 
cident toll. Agents who saw in it 
largely a device for cutting down 
their commissions laid themselves 
open to the suspicion of being gov- 
erned by selfish motives. 

But to Mr. Randall’s credit it must 
be admitted that he hid behind no 
accident prevention theory; his idea 
is that the plan is an excellent meth- 
od of getting back some of the auto- 
mobile premium income which the 
Bureau companies have lost in re- 
cent years, and which they feel right- 
fully belongs to them. Among other 
things he pointed out: 

“Although the bodily injury premium in 
this state (Connecticut) was 6% less in 
1936 than in 1929, in spite of an increase in 
registrations of 25%, all classes of carriers 
did not suffer in equal degree. While all 
premium fell off 6%, the premium of all 
stock companies was reduced 15% and the 
mutuals increased their premium 85%. 
Just think of this. Only eight years ago 
the mutuals controlled but 12% of this 
premium in Connecticut, and in 1936 wrote 
24% of all such premium. During the same 
year the premium controlled by all stock 
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companies was reduced from 87% to 76%. 
Now I know that some mutuals are paying 
commission to stock company agents and 
getting business that belongs to stock com- 
panies, but everyone here knows this prac- 
tice will be followed only as long as the 
mutuals think it necessary, and then the 
agent is left high and dry without either 
the commission or the business. 

“IT want to express this opinion: the 
mutuals have progressed so fast in this and 
other states while the stock companies 
have made little or no progress for two 
reasons. They have convinced a great 
many people that they charge lower rates 
to careful drivers only and in this way 
answered the demand of the public for a 
differential in rates between careful and 
careless and unsafe drivers; and they have 
convinced too many producers that they 
should accept from them a lower commis- 
sion and hold the business rather than put 
up a stiff fight to continue risks in the 
agent’s own stock company. The safe 
driver reward plan is the answer to this 
intolerable situation. 

“National Bureau companies have em- 
ployed manual rates since the merit rating 
plan was abolished, while certain non- 
Bureau stock companies have used so- 
called special rating systems. Is the public 
demand for rate differentials verified by the 
progress of these two groups of companies ? 

“Yes, most emphatically. In 1929 Bureau 
companies wrote 70% of the automobile 
premium in Connecticut, and in 1936 a 
little less than 50%, while over the same 
years the non-Bureau stock companies in- 
creased their premium from 17% to 26%. 
All National Bureau companies wrote 
$1,657,000 less bodily injury premiums in 
Connecticut in 1936 than in 1929 and dur- 
ing the same years all other companies in 
nr state increased their premium $1,166,- 

(0). 

“Since the mutuals have progressed with 
the dividend plan and the non-Bureau stock 
companies with special plans of one kind 
or another, why did not the National 
Bureau consider special plans years ago, 
or even now, instead of the safe driver 
reward plan?” 

e® @ @ 


E THINK stock agents every- 

where owe Mr. Randall a vote 
of thanks no less hearty than that 
which should be ‘accorded to Will 
Wrightem, the alert field correspon- 
dent, for substituting facts for fancy. 
If the stock agents must take a beat- 
ing in attempting to sell the plan to 
the public they have at least been 
warned that if they keep their left 
hands up and their chins down be- 
hind their left shoulders they will be 
able to weather the punches much 
better. 








Tornado Losses in Alton 


THE TWISTER WHICH SWEPT 
THROUGH THE STREETS OF ALTON, IL- 
linois on March 30, did much to focus 
the attention of the insurance world 
on the handling of the resultant loss- 
es. The Millers Mutual, because its 
home office is in that city, was par- 
ticularly interested and was called 
upon to handle about 275 claims. The 
company exemplified the speed and 


efficiency of mutual service by hav- 
ing men on the scene of the disaster 
immediately and adjustments in prog- 
ress within a few hours. Moreover, 
the general efficiency of mutual man- 
agement was demonstrated by the 
fact that reinsurance with other mu- 
tual companies operated to spread 
the losses over a large number of mu- 
tuals so that none suffered heavily, 
and checks were in the hands of pol- 
icyholders promptly. 

During the period of hysteria after 
the storm, some of the agents com- 
peting with the mutuals started the 
usual whispering propaganda, but 
this was almost immediately stopped 
by the fact that payment was made to 
the mutually insured before some 
of the other companies began to get 
in action. 

The following is an excerpt from 
a graphic description of the tornado, 
by H. C. O’Hara, one of the Millers 
Mutual policyholders. 

“The air is suddenly turned black with 
flying debris. Great trees are pulled up by 
their roots and tossed about as if they were 
matchsticks. The very earth shakes as 
though it finds extreme difficulty in holding 
its moorings and not being pulled into space. 
Heavy structures are torn from their foun- 
dations and hurled unbelievable distances 
... twisted .. . battered and crumpled into 
an unrecognizable mass of wreckage that 
continues to writhe and squirm as though 
alive and trying to escape more of the re- 
lentless flailing of such heartless punish- 
ment, 

“The roof of your dwelling leaves ... 
with a great twisting shock of force that 
rocks the house like a cradle to its very 
foundation. The upper walls collapse . 
with a deafening roar and you are amid a 
shower of flying bricks ... rafters... 
and plaster. You are inarticulate with a 
fear you have never before known, a fear 
that is so great it paralyzes your every 
muscle. Alternately you desire to pray... 
to curse... to scream... torun... 
but you cannot move... neither can you 
utter a sound. : 

“Your mind races to literally hundreds 
of things . . . some very foolish . . . others 
very grave. Protection and safety for your 
loved ones becomes a maddening dilemma 
because it is so utterly impossible for you 
to provide. You are in the relentless grasp 
of a monster who toys with and defeats all 
human emotions and instincts . . . quite the 
same as a cat plays with a mouse before 
killing it. And the fingers of death lie 
upon your soul. It is in the air... you 
can see its gruesome reflection in the terror- 
contorted eyes of your loved ones .. . in 
the gaping maw of what remains of your 
home . . . in the sweeps of the storm that 
seem bent on no compromise short of tear- 
ing soul from body. You crouch... await- 
ing the end that you feel so near .. . and 
suddenly . . . as if in laughing derision of 
your state of abject terror . . . the storm 
tears madly away to other and more fertile 
fields to conquer . . . leaving the quivering 
... cold ... nerve-racked bodies of your 
family amid the wreckage of what was once 
your place of sanctuary ... but now is only 
a shambles. 

“In those three minutes . . . you live a 
thousand years. I know .. . for I lived 
them in the storm that struck Alton last 
Wednesday night ... March 30.” 
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What Is A ’’Fire’’ 


(Continued from page 18) 


property is made against the chief 
officer of the company in effecting 
the insurance...” The court stresses 
the element of the source of applica- 
tion. It mentions the fact three times 
in its opinion. Is there a new guide 
post to be added to the three of the 
Meily case? * * * 


The discordant Federal views con- 
tinue. The next case!® involves an 
agency in which the father was the 
principal, the son, the agent. The son 
originally owned a hotel in Wiscon- 
sin. Father held the mortgage on it. 
Subsequently the son was divorced 
from his wife. Concurrently with the 
divorce proceedings, the father fore- 
closed. The son then became the 
manager and caretaker of the hotel. 
However, the facts indicated that the 
foreclosure was merely an attempt to 
insulate the son from the alimony 
claims of his wife. The son inten- 
tionally set fire to the building. The 
father sued to recover on the policy. 


As one of its defenses, the insur- 
ance carrier posed that of the son’s 
incendiarism. The case was decided 
for the defendant on the ground that 
the occupancy condition of the pol- 
icy had been breached. * * * 


The final federal pronouncement 
on the question, of whether an agent’s 
incendiarism vitiates the principal 
right to insurance proceeds, is found 
in the case of Insurance Company v. 
Lilgemont.1® 


A husband and wife purchased 
property jointly. Subsequently the 
property was transferred to a cor- 
poration, the plaintiff in the action. 
The wife held all the shares of the 
corporation. The husband, further, 
was not an officer of the corporation. 
He often transacted business for it. 
Under the Georgia law, a husband 
does not represent his wife touching 
her property. Fire destroyed the 
property. The carriers claimed par- 
ticipation by the husband in the 
intentional firing of the building. 
Therefore, they denied liability. In 
the ensuing action, the court held for 
the plaintiff reverting to the original 
benefit theory of the Meily case. 


HE journey nears its end. The 

+ final element in the insurance defi- 
nition of “fire” is the hostile nature 
of the fire. This condition precedent 
is court made. The word “hostile” 
is not found in the fire insurance con- 





Sternberg v. Assur. Co., 6 Fed. Supp. 541 
(Dist. Ct. E. D. Wis.) (1934). 


84 Fed. (2d) 684 (C. C. A. 5th 1936). 


JouRNAL OF AMERICAN INSURANCE 


tract. Rooted in another age; nur- 
tured by the force of precedent; it 
has come into the present with a vig- 
orous, authoritative swing. 

The seed of the doctrine was sown 
in the case of Austin v. Drew.1* The 
facts and the opinion are important. 
The case has set the framework with- 
in which this doctrine has taken form. 
The insured premises were used as a 
manufactory for sugar baking. Pans 
for boiling sugar were kept on the 
ground floor and a stove was there to 
heat these pans. From the stove, a 
chimney or flue went to the top of 
the building. As it passed each floor, 
there was a register in it with an 
aperture into the rooms. The purpose 
of this construction was to introduce 
heat into the upper floors which were 
used for drying the baked sugars. 

One morning the employee whose 
duty it was to open the register on 
the top floor forgot to do so. The re- 
sult was that when the fire in the 
stove was kindled, smoke, sparks and 
heat were intercepted in their prog- 
ress through the flues and were 
forced through the apertures into the 
rooms where the sugar was drying. 
In the charge of the court, to the 
jury, the following language was em- 
ployed: “. . . there never was more 
fire than was necessary to carry on 
the manufacture and the flame never 
got beyond the flue.” 


“In this case, there was no fire ex- 
cept in the stove and the flue as there 
ought to have been . . . Had the fire 
been brought out of the flue, and any- 
thing had been burnt, the company 
would have been liable.” 


“The jury with great reluctance. 
found a verdict for the defendant.” 

A rule to show cause was sought. 
It was denied the following year. 
This case, on the rule, is reported as 
having Gibbs, the chief justice say: 
“T think no loss was sustained by any 
of the risks in the policy. The loss 
was occasioned by the extreme mis- 
management of their register by the 
plaintiffs”. Dallas, J. says: “The 
only cause of the damage appears to 
me to have been the unskillful man- 
agement of the machinery by the 
plaintiff’s own servants and it, there- 
fore, is not a loss within the meaning 
of the policy.” Apparently the court 
on the reargument is shifting its po- 
sition. Originally the position was 
that the flame was confined to its 
regular place of being. Therefore, it 
was not the type of fire covered under 
the policy. The reargument, how- 
ever, seems to leave the court sus- 
taining its conclusion on the ground 





114 Campbell 360, 171 Eng. Repr. 115 (1815). 
Rule to show cause denied in 6 Taunt. 436 (1816). 
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of negligence or gross negligence. 
What did the court decide? * * * 


+. gree gees in the grey cloak of 
doubt, Austin v. Drew came to 
rule in America. The first cases to 
rally to its support were the explo- 
sion actions. In Briggs v. Insurance 
Co.,!® the plaintiffs were engaged in 
rectifying liquor. Vapor filled a room 
in which a lamp was burning. Con- 
tact was established and an explo- 
sion resulted. The policy excluded 
explosion damage unless following 
fire damage. The court refused re- 
covery. “There was no fire prior to 
this explosion. The burning lamp was 
not a fire within the policy.” 


The lines of the doctrine were be- 
coming defined. The logical and eco- 
nomic rationale was next needed. It 
soon found its spokesman. A tug 
boat was insured against fire. The 
boat was damaged by fire. The com- 
pany offered to pay for all damage 
except that which occurred to the 
interior of a boiler. This injury re- 
sulted from an absence of water in 
the boiler coupled with the overheat- 
ing of the furnace which was in con- 
tact with the boiler. The plaintiff 
also claimed coverage for this dam- 
age. A suit ensued. The court held 


for the carrier on this latter point. 
* KO 


In Way v. Insurance Co.® the 
plaintiff’s foreman emptied the con- 
tents of a waste paper basket into a 
stove. He thereupon applied a match 
to it. The burning waste paper ig- 
nited soot in the chimnéy which in 
turn expelled smoke into the plain- 
tiff’s rooms damaging goods stored 
there. *The doctrine begins to crack 
its rigid legal mold. The court want- 
ed to grant a recovery. Yet, it wished 
to remain within the bounds of legal 
precedent. It therefore, conceived 
of the secondary fire doctrine, i.e., a 
fire which is ignited by a confined one 
and then operates out of the intended 
place. But let the court spin its own 
web of logic. “We are inclined to 
the opinion that a distinction should 
be made between a fire intentionally 
lighted and maintained for useful 
purpose in connecting with the occu- 
pation of a building, and a fire which 
starts from such a fire, without hu- 
man agency, in a place where fires 
are never lighted nor maintained, al- 
though such ignition may naturally 
be expected to occur occasionally as 
an incident to the maintenance of 
necessary fires and although the place 





1853 N. Y. 446 (1873). 
19 43 N. E. 1032 (1896). 
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where it occurs is constructed with a 
view to prevent damage from such 
ignition. A fire in a chimney should 
be considered rather a hostile fire 
than a friendly fire...” The doc- 
trine has found a name. The second- 
ary “fire” has been created to loosen 
the rigidity of the old legal mold. 
*x* kx * 

A cautious wife seeking to protect 
her jewelry from burglars, during her 
absence from the home, conceived of 
an unique hiding place. She placed 
the jewelry in a velvet handbag and 
deposited it in the stove. While in 
the stove, an inadvertent fire was 
started. The jewelry was destroyed. 
The court”? invoked the friendly vs. 
hostile fire doctrine and refused re- 
covery..°"> * 

Again a cautious wife placed jewel- 
ry in a safe place. This time in a 
hat box in a clothes closet. The box 
was taken into the cellar on the as- 
sumption it contained waste matter. 
It was then put into the furnace and 
consumed. The Texas*! court in a 
well reasoned opinion, pointed out 
that the hostile fire doctrine concerns 
itself with but one question—‘“locus 
of the fire”. If the fire was in the 
place intended for it, then no recov- 
ery can be had. 

The first break in this tributary of 
interpretation came in the case of 
Harter v. Insurance Co.?* Jewelry 
was destroyed by the inadvertent 
placing of it in a furnace. The ma- 
jority of the court followed the pre- 
vious cases. Two judges dissented. 
Their argument is worthy of atten- 
tion : “Courts cannot remake the con- 
tract between the parties”. 


“The policy of defendant Insur- 
ance Co. issued to plaintiffs is gen- 
eral in its terms. It contains no limi- 
tations and exceptions applicable to 
the facts herein. It insures plaintiff's 
jewelry without exception against all 
direct loss or damage by fire. There 
being no limitations or exceptions in 
the language of the policy, we can 
make none. The loss falls directly 
within the language of the policy. If 
the defendant would escape liability, 
it should be appropriate language, 
exclude such liability by the terms of 
its contract.” 

Is not the minority opinion begging 
the question? Are we not trying to 
define the meaning of the very word 
they assume to be so clear in mean- 
ing—“fire”. What is a fire within 
the meaning of the policy? The ma- 


» Weiner v. Ins. Co., 124 Misc. 153, 207 N. Y. 
| Tai aff'd. 214 Am. Dec. 784, 210 N. Y. S. 


Ins. Co. v. Naiman, 6 S. W. (2nd) 743 
(1928). 


22257 Mich 163, 241 N. W. 196 (1932). 


JoURNAL OF AMERICAN INSURANCE 


jority opinion says: one which is hos- 
tile in nature. The minority opinion 
fail to define it except by their con- 
clusion. 


The Harter case broke the sanctity 
of undefiled precedent. In Solomon 
v. Insurance Co.** jewelry found its 
way accidentally into a trash burner 
in plaintiff’s backyard. The court re- 
pudiated the previous cases and gave 
recovery to the plaintiff. The Court, 
however, hid behind no sham curtain 
of distinction. It frankly refused to 
apply the friendly fire doctrine to 
this case. 

ee @ @ 


“| ne depression accentuated the 
moral hazard in fire. It sharp- 
ened the attitude of the companies 
towards claims. Benevolent liberalism 
changed into conservative scrutiny. 
One of the manifestations of the in- 
crease in the moral hazard was the 
deluge of cigarette burn claims. This 
led to a statement such as this from 
one authority. “The recognition by 
insurance companies of these scorch 
claims is getting to be, if it is not 
now, a matter of common knowledge 
on the part of the insuring public, 
and has thereby caused many claims 
to be presented which are fraudulent, 
either because the loss in question 
was willfully caused or had occurred 
long prior to the date set out in the 
proof of loss”. The writen then sug- 
gested the elimination of losses 
caused by lighted cigars, cigarettes 
or pipes from the policy. Another 
possible way to exclude this problem 
is to write a $50.00 or $100.00 de- 
ductible provision which would elim- 
inate most of these scorch claims 
The large claims are not fraught with 
as much danger of fraud. 


On March 31, 1933, the National 
Board of Fire Underwriters instruct- 
ed its member companies to refuse 
payment of cigarette burn claims. As 
might be expected, litigation resulted. 
The friendly fire doctrine found it- 
self caught up in a new whirlpool of 
reasoning and application. 


The first two cases discussing the 
point assumed that the cigarette was 
the container of the fire; that the 
flame was intended to be in the cig- 
arette. Therefore, to give recovery, 
there had to be a secondary fire. 
Again metaphysics rears its baffling 
banner. 

The only other case, that of Swer- 
ling v. Insurance Co.,?* adopted a 
more realistic approach. This was a 
Rhode Island case and had the prece- 
dent of the Solomon case hovering 


3161 So. 340 (La. 1935). 
* 180 Atl. 343 (R. I. 1935). 


menacingly over it. A cigarette fell 
from an ash tray on to a rug. It de- 
stroyed an area 1% inches long and 
Y4 inch wide. The court gave re- 
covery to the plaintiff. It supported 
its conclusion with this convincing 
discussion: “The cigarette was not 
the container of fire. It was com- 
posed of tobacco and container and 
both were burning. It was the fire 
itself ...” “If while the cigarette is 
lighted, the person desires to put it 
aside temporarily or to discard it, 
he may put it in an ash tray or some 
other suitable receptacle. The burn- 
ing cigarette is then confined in a 
place where it is intended to be. As 
long as the cigarette remains there, 
the fire in the cigarette is a friendly 
fire and for any damage it might 
cause while in its proper place, there 
can be no recovery. But, if through 
accident, the cigarette gets on the 
floor and causes damage to a rug by 
charring or scorching it, the fire in 
the cigarette is no longer a friendly 
fire, but is a hostile one, because it 
is then in an improper place and 
therefore is doing harm.” 





Form Organization of Mutua! 
Salesmen 


AN ORGANIZATION TO BE KNOWN 
AS THE MUTUAL INSURANCE SALES 
Association of Atlanta has been or- 
ganized by representatives of the 
American Mutual Liability Insurance 
Company, Allied American Mutual 
Fire Insurance Company, Federal 
Hardware and Implement Mutuals, 
Hardware Mutual Casualty Com- 
pany, Liberty Mutual Insurance 
Company, United Mutual Fire In- 
surance Company, Lumbermens Mu- 
tual Casualty Company, and the Na- 
tional Retailers Mutual Insurance 
Company. Organization of the Asso- 
ciation was effected at a luncheon 
meeting held recently in Atlanta with 
forty in attendance. 

The Executive officers of the new 
association are as follows: A. M. 
Townley, Liberty Mutual Insurance 
Company, President; Charles Stro- 
bel, Federal Hardware and Imple- 
ment Mutuals, Vice-President ; H. G. 
Gedney, Lumbermens Mutual Cas- 
ualty Company, Secretary; and 
Phillip Hayes, American Mutual Li- 
ability Insurance Company, Treas- 
urer. 





JOURNAL of AMERICAN INSURANCE 
A Monthly Magazine 
Containing News and Timely Articles on 
Topics of Live Interest to the Insurance 
World Everywhere 
SUBSCRIPTIONS $2.50 PER YEAR 








ee ae ee oe a ee, * ef 


— 4. Pm mS ee Ul lC KCC 


co? os 








WN 
LES 
or- 
the 
nce 


ral 
als, 











N. F. P. A. Annual Meeting 
May 9-12 


THE ANNUAL MEETING OF THE 
NATIONAL FIRE PROTECTION ASSOCIA- 
tion will be held at Haddon Hall, 
Atlantic City, May 9-12. 

Discussion of reports of technical 
subjects will occupy a considerable 
portion of delegates time. Many of 
the technical committee reports are 
printed in advance of the meeting and 
copies are distributed at the registra- 
tion desk. Such reports are not read, 
but the copies are used in following 
the discussions. Reports which will 
be printed in advance are those of 
the committees on the following sub- 
jects: 


Flammable liquids, truck transpor- 
tation, fireproofing and preservative 
treatments, gases, yacht basins, build- 
er’s risk, repair and lay-up, motor- 
craft, municipal fire apparatus, fire- 
works law, forest committees, farm 
protection, public water supplies for 
private fire protection, automatic 
sprinklers, manufacturing hazards, 
hazardous chemicals and explosives, 
fumigation hazards, dust explosion 
hazards, electric railway car houses 
and cars, laws and ordinances, safety 
to life, and blower systems. 


The annual meeting of the Fire 
Marshals’ section, which will be held 
on the opening day, has increased in 
importance and interest during the 
past few years. S. V. Coultas, of 
Illinois, Chairman of the section, will 
give an address, and Percy Bugbee 
will report as Executive Secretary. 
J. V. Pyle will report as Chairman of 
the Committee on Proposed State 
Fireworks Law. E. W. Fowler, Na- 
tional Board, will give a talk on 
“Hazards of Air Conditioning ;” G. 
O. Mansfield, Massachusetts Depart- 
ment of Public Safety, ‘““What is Py- 
romania?”; D. E. Nolting, N.F.P.A., 
“Uniform Classification of Fire 
Causes,” and W. J. Scott, Ontario 
Fire Marshal, “Arson Investigation.” 

Round Table discussions on such 
topics as Arson, Fire Prevention 
Week Programs, Control of Dry 
Cleaning Establishments, and Re- 
moval of Dilapidated Buildings, will 
occupy the attention of the delegates 
for the remainder of the session. 


The first general session which is 
scheduled for the evening of May 9, 
will include the address of the presi- 
dent, George W. Elliott of Philadel- 
phia; the report of the board of di- 
rectors; an address by the managing 
director, Franklin H. Wentworth; 
report of the treasurer and the mem- 
bership committee, and an address on 
‘Fire Safety as a State Problem,” 
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by Harold M. Hoffman, former Gov- 
ernor of New Jersey. 

The nominating committee of the 
Association has presented the follow- 
ing ticket to be voted upon by the 
Board of Directors at the annual 
meeting. 

President, Samuel D. McComb, 
New York; Vice President, Alvah 
R. Small, Chicago and David J. 
Price, Washington, D. C.; Secretary- 
Treasurer and Managing Director, 
Franklin H. Wentworth, Boston; 
Chairman of Board of Directors, 
Elbert T. Bell, Atlantic City. 

The following have been recom- 
mended for election as directors by 
the membership of the Association 
(for three years): Frank A. Epps, 
New York; Russell Grinnell, Provi- 
dence ; Arthur H. Kehoe, New York; 
Z. W. Pierce, New York; John L. 
Wilds, Chicago; for one year to fill 
vacancy: H. Sidney Smith, New 
York. 

For members of the nominating 
Committee for 1939 the following 
have been recommended: Charles H. 
Fischer, New York, Chairman; A. 
L. Brown, Boston; and Harry E. 
Newell, New York. 








Auto Accidents 
(Continued from page 12) 


not do the job alone; also, that vol- 
untary effort, no matter how well 
organized, must be less successful 
than if working in close cooperation 
with those who have the legal author- 
ity and responsibility. 

The problems of safety on our 
streets and highways, like many other 
problems, are national and local. The 
organization to achieve safety must 
extend throughout our whole na- 
tional structure. I can visualize in 
the Federal Government, in each 
State, in each county and municipal- 
ity, an official group composed of 
those who are charged with the legal 
responsibility for the safety program, 
and an unofficial group of first citi- 
zens and associations, of which the 
National Safety Council is an out- 
standing example—the one to exe- 
cute the program, the other to stimu- 
late and support. 

The problem is large and tragically 
acute. We all know the grim fig- 
ures! Last year nearly 40,000 people 
killed! The best estimates approach 
more than one and one-fourth mil- 
lions injured! Economic costs run- 
ning into the billions of dollars! All 
resulting from motor vehicle acci- 
dents on the streets and highways. 

There has been a very rapid in- 
crease in highway travel, but the 
dimensions of this increase are not 





April, 1938—23 


generally known. In 1925 there were 
slightly over 15,000,000 vehicles in 
service, and in 1937 nearly double 
this number. Thus, in a little more 
than a decade not only did the num- 
ber of vehicles increase 100 per- 
cent, but the average use of the in- 
dividual vehicles, as measured by gas- 
oline consumption, increased nearly 
50 percent. In this short time addi- 
tional billions of miles of use of our 
streets and highways piled up, over- 
loading the main roads which were 
generally those first improved, far 
beyond their reasonable capacity. 


Despite this growth in traffic the 
rate of fatalities per million miles 
traveled has actually gone down— 
slowly, to be sure, but certainly—so 
that it was safer to drive 10,000 
miles in 1937 than in any year since 
the automobile first appeared. 


This means that we as a nation 
have been making some headway, 
but not as much as we should. The 
latest figures are encouraging. Be- 
ginning with last November each 
month has shown a substantial re- 
duction in deaths below the corre- 
sponding month a year ago, although 
the miles traveled seem to have re- 
mained equal or perhaps increased. 
With a great national surge forward 
in support of safety we might dare to 
hope that we have reached the turn- 
ing point, and that the fatal accident 
toll of 1937 will never again be 
equalled. 

Certainly many sections of the na- 
tion have been making rapid head- 
way in the efforts to prevent traffic 
accidents. It is due to them that the 
national rate has been lowered. Also 
definite progress has been recorded 
in lowering fatal accidents to school 
children,’ and those in which taxicab, 
bus and truck drivers are involved, 
notwithstanding the increase in vol- 
ume. Certain states and cities have 
brought down their accident rate to 
50 percent of the ‘national average 
or even lower, and have held to this 
standard. Most encouraging of all, 
the number of these communities ap- 
pear to be steadily increasing. 

I believe it is highly significant, 
that we should thus call attention to 
the more hopeful side of traffic con- 
trol. 

The other 364 days of the year, we 
are concerned mostly with the un- 
happy, the negative side of the pic- 
ture. We anxiously watch the acci- 
dent record. Increasingly we try to 
put the miscroscope on each accident 
and on its constituent parts—the car, 
the highway, the driver and the pe- 
destrian. We toil painfully at the 
difficult and often disheartening job 
of gradually improving our enor- 
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mous mileage of highways and by- 
ways, and the equally enormous num- 
ber of vehicles on them, and at the 
still more difficult and disheartening 
job of arousing, educating and train- 
ing the people who use them. We 
are earnestly endeavoring to think of 
new ways to move the inertia and 
apathy of many of our thousands of 
governmental units, and of the 130,- 
000,000 men, women and children 
whom we call “the public.” Too sel- 
dom do we stop to honor or even to 
recognize those faithful public ser- 
vants—engineers, educators, admin- 
istrators and other leaders both in 
and out of public office—who have 
recognized their responsibility for 
safety on the highway, who have 
shouldered the burden, have applied 
their ability, their energy, their au- 
thority and their leadership to mak- 
ing it safer for us to live with each 
other. 
ee @ ® 


Automotive Safety 
Foundation 


A heartening exhibit in traffic ac- 
cident study is contained in “A Ra- 
tional Approach to an Emotional 
Problem”, which embodies the report 
of Paul G. Hoffman, president of the 
Automotive Safety Foundation, a 
prominent organization with offices 
at 366 Madison Avenue, New York. 
This pamphlet gives an accounting of 
the work of the Foundation during 
the past year and plainly points to 
definite progress in reducing auto 
accident fatalities. 

In the report is the statement 
“While the reduction of accidents is 
a complex problem the startling fact 
stands out in bold relief that the gen- 
eral application of known techniques 
in the field of enforcement, education 
and traffic engineering will bring a 
reduction of not less than 25 per 
cent. It has already done so in hun- 
dreds of communities and several 
states.” Mr. Hoffman goes on to 
say: 

“To be successful we must approach the 
problem rationally, factually and dispassion- 
ately. It will respond to light and not heat. 

“As we have gone forward with the safety 
work we have been increasingly impressed 
with the complexities of the problem. The 
catch phrases of the safety movement have 
taken on new significance. The famous 
Three E’s of the National Safety Council, 
Education, Enforcement, and Engineering, 
have implications of proportions that are 
rather staggering. 

“In the field of traffic engineering we se- 
lected Harvard University which had had a 
Bureau for Street Traffic Research for a 
number of years. In the field of education 
our work has been carried out by the High- 
way Education Board, the National Edu- 
cation Association, and the American Au- 
tomobile Association.” 
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The report states that 16 cities 
which cooperated fully in accident 
prevention activities had a death rate 
of almost 20% less than cities not 
so cooperating. 


Illinois Ruling on Unauthor- 
ized Companies 


ERNEST PALMER, DIRECTOR OF IN- 
SURANCE OF THE STATE OF ILLINOIS, 
has notified all fire and casualty com- 
panies authorized to transact busi- 
ness in the state that the practice of 
filing bonds, certificates or policies 
for and on behalf of unlicensed com- 
panies, must be discontinued. Di- 
rector Palmer’s ruling follows in 
full: 

Our attention has been directed to the 
fact that certain companies have made it 
a practice to file bonds, certificates or 
policies for and on behalf of unlicensed 
companies, thereby assuming the unlicensed 
company’s obligations in finding an avenue 
whereby the unlicensed company is able to 
do indirectly what it cannot do directly. 

After considering all phases of practices 
of this nature, this Department concludes 
that such practices must be discontinued 
and no company authorized to transact 
business in the State of Illinois may file its 
bond, certificate or policy with any state, 
county or city regulatory body of this state 
for and on behalf of an unlicensed com- 
pany. 

Bonds, certificates or policies now on 
file with any regulatory body of this state 
for and on behalf of unlicensed companies 
may be continued until anniversary date, 
but shall not be renewed or continued be- 
yond that time. 


N. Y. Cuts Life Loan Interest 


GOVERNOR HERBERT H. LEHMAN 
HAS SIGNED THE PIPER-O’BRIEN BILL 
providing that after January 1, 1939, 
all policies of lif¢ insurance delivered 
in this state must have a provision 
that when loans are made the rate of 
interest shall not exceed 4.8% per 
annum if payable in advance or the 
equivalent effective rate if interest 
is otherwise payable. 

At the present time most of the 
life insurance companies are charg- 
ing 6% interest per annum, some of 
them in advance. The law as adopted 
will bring about a reduction in the 
present rate of from 1% to 1.2% to 
future policyholders on policies de- 
livered in this state after January 1, 
1939. 

On December 8, 1937, Superin- 
tendent Pink, after a study of the 
problem, made a recommendation to 
the Joint Legislative Committee on 
the Insurance Law Revision that a 
law be enacted establishing a min- 
imum policy loan rate of 44% and 
a maximum of 6%. Within these 















limits the Superintendent of Insur- 
ance would have power, with the ad- 
vice of the Insurance Board, to fix 
the rate of interest and would be 
guided by the rates on the highest 
grade investments, to which would 
be added one per cent as an allow- 
ance for the expense to which the 
insurance companies are put in mak- 
ing policy loans. If that plan had 
been adopted, the present rate, be- 
cause of the low interest prevailing, 
would be 41%4%. 

Pursuant to the recommendation 
of the Superintendent a bill to carry 
out the plan of a sliding scale was 
introduced in the Senate by Hon. 
Duncan T. O’Brien, Chairman of the 
Senate Insurance Committee, and in 
the Assembly by Hon. R. Foster 
Piper, Chairman of the Assembly 
Insurance Committee. 

After this bill was introduced the 
life companies unanimously opposed 
the sliding scale, urging that the 
change would greatly add to the work 
and might cause difficulties with 
other states. While earnestly pro- 
testing that they were justified in 
charging the legal rate of 6%, as 
they are now doing, they stated they 
would prefer a flat rate to the ad- 
justable scale. 


Taylor Appointed N. Y. 
Deputy Superintendent 


SUPERINTENDENT OF INSURANCE 
LOUIS H. PINK RECENTLY ANNOUNCED 
the appointment of Paul R. Taylor 
as Deputy Superintendent for Sav- 
ings Bank Life Insurance. Mr. Pink 
said: 

“While the deputy in charge of Savings 
Bank Life Insurance does not officially 
take office until July 1st, I am announcing 
the appointment at this time because there 
is much preliminary work to be done. 

“Mr. Taylor has been chosen because he 
is particularly fitted for this position. He 
was connected with the Liquidation Bureau 
of the Insurance Department in 1933. After 
leaving the Department he went back to 
Rochester where he was elected to the As- 
sembly and served for two years. While 
an Assemblyman he introduced a bill for 
savings bank insurance somewhat similar 
to that which was enacted at the last ses- 
sion. After his service in the Assembly he 
was invited to come as Counsel for the 
Insurance Department. He served as Coun- 
sel at Albany during 1936 and last year 
was appointed Deputy Superintendent in 
the New York office where it was part o! 
his duties to pass upon life insurance mat- 
ters. At the request of the Governor, Mr. 
Taylor helped draft the present statute and 
was very active in securing legislative sup- 
port. 

“Paul Taylor has not only ability and a 
great deal of practical experience which 
qualifies him for this position, but has 
youth, a fine personality, and a deep and 
sincere interest in the problem. : 
“We want to make a success of savings 
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bank insurance in this state. It is impor- 


‘tant that every proper encouragement be 


given and that the plan be set up on a 
basis that is financially safe and sound. The 
purpose of savings bank insurance is not to 
bring the state into competition with private 
companies, but rather to make available to 
lower income groups the benefits of co- 
operation with the savings banks in reduc- 
ing the cost of insurance. In the adminis- 
tration of this new law we shall try to 
make the relationship of the state, the sav- 
ings banks, and the life insurance depart- 
ments in the banks clear to the public. We 
shall make every possible endeavor to en- 
courage the growth of savings bank life 
insurance for the benefit of the lower in- 
come groups who buy industrial insurance 
for whom it is particularly designed.” 


Insurance-Lottery Fraud 


TWENTY-SIX MILLION TICKETS 
WERE ISSUED IN THE VETERANS OF 
Hartford insurance-lottery fraud be- 
fore the fake was exposed by the 
State Insurance Department, Insur- 
ance Commissioner Owen B. Hunt 
has disclosed. Several of the pro- 
moters of the racket are now on trial 
in Easton, 

Information on the extent of the 
racket was revealed following the 
arrest recently of the proprietors of 
a printing establishment in Wilkes- 
Barre, where the tickets were printed. 

All the tickets, which sold at fifty 
cents each, were issued within a pe- 
riod of a little more than one year 
and brought a “take” of at least sev- 
eral million dollars to promoters and 
agents of the racket throughout 
Pennsylvania and other states. 

Nearly one hundred of the pro- 
moters and agents have been arrested 
in different parts,of the State and 
fourteen of the prisoners have al- 
ready been convicted. 


Wisconsin Mutuals Sponsor 
Fire Prevention Contest 


THE WISCONSIN MUTUAL INSUR- 
ANCE ALLIANCE IS PROMOTING A NEW 
4-H Club activity in which prizes are 
offered to boys and girls who score 
the highest for writing essays and 
sending in inspection reports. The 
awards include substantial scholar- 
ships in the University of Wisconsin, 
good for either short courses in agri- 
culture or any regular 4-year course. 
Other prizes are smaller scholarships 
and differing amounts of cash. 

In the announcement of the con- 
test going out to the members of the 
4-H Clubs information is given that 
the State of Wisconsin has 198,000 
farms on which over a billion dollars 
of insurance is carried by farm mu- 
tual insurance companies—this mak- 
ing a total of 5/6 of the farm cover- 
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age of the state. The annual average 
fire loss in Wisconsin is $1500 with 
about 380 barn fires and 1260 farm 
house fires per year. It is estimated 
that 75% of the losses are prevent- 
able and statistics show that the 
greatest danger is from fires spread- 
ing outside of the spot where it 
should be confined. 


Aside from lightning and spon- 
taneous combustion the most fre- 
quent sources of farm fires are said 
to be from burning rubbish, defec- 
tive chimneys, choked or improperly 
placed smokepipes, hot air furnaces 
installed too close to ceilings and 
walls, defective wiring for electricity, 
carelessly handled farm lanterns, 
autos, trucks or tractors stored near 
straw or hay, and tank heaters, black- 
smiths’ shops or soldering equipment 
not kept far enough away from burn- 
able material. 

Among the things suggested as ad- 
visable to keep in condition on the 
farm are a good water supply, long 
and suitable ladders placed at a handy 
position, fire extinguishers easily 
available, a hand force pump or fruit 
tree spray and buckets installed at 
danger points. 


General instructions given are listed 
below: 


Make your plans today relative to what 
you would do in case of fire. 

Have one or more means at hand of ex- 
tinguishing a fire. 

Instruct everyone in the family how to 
use them and where to find them. 

Fight the fire from the place it starts. 

Water used promptly will take care of 
quite a fire. 

Brooms, rugs, and coats can be used to 
beat out small fires. 

Call the fire department. 

Keep doors closed. 

If there is no flame, but smoke, tie a wet 
towel over your mouth and nose, crawl on 
your hands and knees if the smoke is thick. 
_ Close all doors to keep fire from spread- 
ing. 

Make a rope from sheets or blankets. 
Don’t jump unless you really have to. If 
possible, throw out a mattress or bedding 
first. It will be softer to land on. 

Save life first. 

Above all, keep cool and calm and that 
way you may be able to prevent panic. 


Tennessee Mutual Agents 
Meet May 27-28 


THE ANNUAL CONVENTION OF THE 
TENNESSEE MUTUAL INSURANCE 
Agents Association will be held in 
Nashville May 27-28. Chester Jen- 
nings, Baltimore, President of the 
National Association of Mutual In- 
surance Agents, and J. J. Fitzgerald, 
Indianapolis, President, Grain Deal- 
ers National Mutual Fire Insurance 
Company, will appear on the pro- 
gram. 





April, 1938—25 


lowa Rules On Financed Car 


Coverage 





MAURICE V. PEW, INSURANCE COM- 
MISSIONER OF IOWA, HAS ISSUED THE 
following ruling concerning insur- 
ance on financed automobiles. This 
action is similar to that taken by a 
number of states in recent months 
and is in conformity with the recom- 
mendations adopted by the National 
Association of Insurance Commis- 
sioners at their mid-winter meeting 
in New York last December. 

Effective May 1, 1938, the following re- 
quirements are established for the issuance 
and cancellation of all types of insurance 
covering financed or mortgaged automo- 
biles : 

A. In every such case, a policy or cer- 
tificate bearing the countersignature of a 
licensed resident agent shall be actually de- 
livered to the assured purchaser or owner 
of the automobile covered. The form of 
such policy or certificate must be approved 
by this department and shall contain the 
following: 

1. The names of all those insured. 

2. Description of the automobile covered. 

3. The types of coverage provided and 
the limits for each type. 

4. The amount of the total premium 
charged, and the contingent liability of the 
assured, if any, for an additional premium. 

5. The duration of the policy. 

6. All conditions of cancellation, includ- 
ing a requirement for notice to all those 
insured. 

B. There shall be no differential in pre- 
mium rates charged based on a distinction 
between financed and non-financed cars. 

These requirements will be enforced by 
the exercise of this department’s licensing 
power over all insurance companies and 
their agents. In the event of violation of 
this ruling by an agent who is employed 
by a finance company, and the resulting 
cancellation of his license, no licenses will 
be issued or continued for any other em- 
ployee of such company. 


March Fire Losses Higher 


FIRE LOSSES IN THE UNITED STATES 
TOTALLED $29,050,968, ACCORDING TO 
estimates of the National Board of 
Fire Underwriters. This represents 
an increase of $2,578,342 or 9.7 per 
cent over the February losses, but a 
decrease of $268,061 or 0.9 per cent 
from March 1937. For the first 
quarter of 1938 fire losses amounted 
to $83,199,931 against $83,043,886 
for the same period last year, an 
increase of less than 2/10 of 1 per 
cent. 

The following table shows losses 
for the first three months of this year 
as compared with the same period 


for 1936 and 1937. 





1936 1937 1938 
Jan. . .$27,729,930 $25,069,895 $27,676,337 
Feb... 30,909,896  28,654.962 26,472,626 
Mar. . 29,177,406 29,319,029 29,050,968 
Total $87,817,232 $83,043,886 $83,199,931 
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Farm Mutual Problem 


(Continued from page 16) 
for the amount of insurance that 
they should. 


Such a situation quite certainly also 
violates the spirit although perhaps 
not the letter of the various anti-dis- 
crimination laws pertaining to prop- 
erty insurance. If a given mutual 
were to undertake to charge a certain 
wealthy farmer only 15c per $100 
of insurance while it charged other 
farmers 30c on the same class of 
property, the Insurance Commission- 
er of the State would be likely to in- 
tervene. By permitting a wealthy 
farmer to cover $4,000 worth of per- 
sonal property with $1,500 of insur- 
ance while his neighbor with $2,000 
worth of personal property also car- 
ries $1,500 of insurance, the com- 
pany in effect gives the former pro- 
tection at half the cost per $100 that 
it charges the latter. This is substan- 
tially true notwithstanding the fact 
that the larger farmer is not suffi- 
ciently protected in case of an excep- 
tionally heavy or total loss. 


The problem of proper relationship 
of insurance to value, it may be said 
by way of summary, is by no means 
a simple one. It requires two types 
of safeguards——one for preventing 
over-insurance on specifically insured 
property of which buildings are the 
outstanding example, and another for 
preventing under-insurance on all 
kinds of blanketed personal property 
with special emphasis upon livestock. 
Only by proper safeguards in both 
directions can the cost of insurance 
be kept as moderate as it ought to 
be, and this moderate cost be dis- 
tributed over the membership with 
reasonably equity. 








Coinsurance 
(Continued from page 14) 


under which the maintenance of a 
specified amount of insurance on the 
property would be accepted as con- 
forming to the percentage of insur- 
ance named in the coinsurance clause. 
Recently this type of agreement has 
been used in some instances in use 
and occupancy insurance. The use 
of such a clause protects the insured 
against the penalties of the coinsur- 
ance clause. Since it is used only by 
agreement between the parties, it 
serves to put the insurer on notice 
that careful consideration of the per- 
centage of insurance to value is neces- 
sary. It shifts the responsibility from 
insured to insurer, and may result in 
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excessive losses for the latter if care 
is not taken to preserve a reasonable 
margin of safety, or if values increase 
rapidly. 

While a “graded rate system” 
might be constructed by increasing 
the rate as the percentage of insur- 
ance to value decreased, it would re- 
quire valuation of all risks subject to 
coinsurance and would not be ad- 
justed to the value at the time of 
loss. Further, it would furnish a 
basis for controversy on every risk 
subject to coinsurance. Altogether it 
would probably be impractical al- 
though superior to a flat rate without 
coinsurance. 

Coinsurance is sometimes justified 
on the ground that the fire insurance 
rate is analogous to taxation. This 
analogy seems to the writer to be 
wholly fallacious. An insurance car- 
rier sells the service of carrying risk. 
The value of its service is measured 
by the probability of loss and ex- 
pense to which it subjects itself in 
writing insurance contracts. Coin- 
surance is simply a method of ad- 
justing the value of the service to 
the price paid by the insured. 








Librarians Meet June 7-10 


THE 30TH ANNUAL CONVENTION OF 
THE SPECIAL LIBRARIES ASSOCIATION 
will be held at the William Penn 
Hotel, Pittsburgh, Pa., June 7-10. 
Included in the groups which will be 
represented at the meeting are: insur- 
ance, museum, newspaper, university 
and college departmental, financial, 
commerce, biological-sciences, science- 
technology and public business. 

An interesting program has been 
arranged and meetings and sessions 
are planned including a beginner’s 
clinic to discuss, “Problems in Or- 
ganizing a Special Library” which 
will embrace round table discussions 
on “Methods for Making Collections 
Quickly and Easily Accessible” ; 
“Putting the Library Over with 
Your Organization”; and “Budgets 
and How to Use Them.” 


On June 7 there will be a joint 
meeting of the financial, commerce, 
insurance, and public business librari- 
ans. At this meeting there will be 
panel discussions by Mary Jane Hen- 
derson, investment librarian, Sun 
Life of Canada; Mary P. McLean, 
librarian, American Bankers Associa- 
tion; Kathryn E. Peoples, librarian, 
Carnegie-Illinois Steel Corporation ; 
and Marian C. Manly, branch librari- 
an, business branch, Newark Public 
Library. ° 
On June 9, Owen B. Hunt, Insur- 












ance Commissioner for the State of 
Pennsylvania, and W. R. William- 
son, consulting actuary of the Social 
Security Board will speak before a 
joint meeting of the insurance, com- 
merce and financial groups. 

Insurance and other insurance li- 
brary problem classifications will be 
discussed at breakfast and luncheon 
meetings on June 10. 


Butler To Home Office Of 
L. M. C. 


David F. Butler, who for: the past 
few months has been sales supervisor 
of the upstate New York territory 
for the Lumbermens Mutual Casualty 
Company and American Motorists 
Insurance Company, has been trans- 
ferred to the Home Office in Chicago 
where he will supervise the educa- 
tional activities of the group of com- 
panies under the direction of James 
S. Kemper. 

Mr. Butler has had a wide experi- 
ence in the insurance field. He grad- 
uated from Harvard University in 
1909 and for a number of years was 
assistant secretary of the Twin Mu- 
tuals at Boston in charge of adver- 
tising and sales promotion. He joined 
the Kemper organization in 1931 and 
was sales supervisor of the Philadel- 
phia Office of James S. Kemper & 
Company before taking on similar - 
duties in the upper New York State 
territory in 1937. 


Insurance Counsel Announce 
Meeting Date 


THE 11TH ANNUAL CONVENTION 
OF THE INTERNATIONAL ASSOCIATION 
of Insurance Counsel will be held 
August 31 to September 3 at Mack- 
inac Island, Michigan. Among the 
convention committee chairmen al- 
ready selected are: William O. Reed- 
er of St. Louis, entertainment; Mrs. 
Willis Smith of Raleigh, N. C. ladies 
activities; Mrs. Raymond N. Cav- 
erly, New York, women’s golf; Mrs. 
Garner W. Denmead, Baltimore, 
bridge; and Lowell White, Denver, 
men’s golf. 

Raymond N. Caverly, vice-presi- 
dent, Fidelity & Casualty, a member 
of the Association’s executive com- 
mittee, has been chosen to serve on 
an advisory committee of the Amer- 
ican Bar Association which will con- 
sider the question of lay adjusters, 
and will collaborate with the Ameri- 
can Bar’s unfair practices of the law 
committee in the preparation of a 
practical, common sense code. 
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Minute Men 
525,600 


minules a year ff 


1,000,000 volunteers in 3,000 communities... 
modern Minute Men on call for any community 
service from fighting a flood to building new 
teeter-totters for a children’s playground ... 
Chamber of Commerce members working, 
planning, dreaming 365 days a year to make 
their communities happier, healthier, wealthier 
places in which to live. Working and fighting 
now, assuch Americanshave worked and fought 
since Colonial days, for the fair, free functioning 
of American life and business. The times, alone, 


SPEAKING FOR BUSINESS .. . 
America grew, flourished, 
prospered with a business 
civilization .. . achieved the 
highest living standards for 
its entire people that the 
world has ever known. 
Chambers of Commerce are 
always at work promoting a 
better understanding of busi- 
ness, and its service to the 
world. 










FRIEND OF LABOR ... Jobs can 
increase when industry can 
expand, By attracting indus- 
tries to its Community, and by 
aiding those already there to 
expand, the 3,000 Chassbers 
of Commerce throughoutthe 
United States have literally 
Created millions of jobs. 


™ Cairo, 



















MISS AMERICA, 1955 


-:, Helping to pro- 
vide parks, play- 
grounds, recrea- 
tion centers, swim- 
ming pools and all 
such aids to the 
welfare of “little 
America” is a vital 
pees every Cham- 

¢ of Commerce 
program. 


have changed — the 
spirit marches on! 


- WATER, WATER, EVERYWHERE. -Louisville, 
artford, all the cities ravaged b 

flood cantell you how these “minute men” 
answered the frantic call of “Help!” How 
they slaved to provide shelter, medicines, 

for the refugees. How, after the wa- 
ters receded, they pitched into rebuildthe 
ruined communities, 


SMOKE SIGNALS . .. 
indicating “men at 
work.” ringing 
new industries to 
town, aiding old 
ones, encouraging 
smallones,smooth- 
ing outlabor prob- 
lems and_ trade 
wars, working con- 
stantly to provide 
more jobs and bet- 
ter business... just 
a few items on 
every Chamber’s 
schedule, 
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This advertisement is published by 


NATION’S BUSINESS 


—a magazine devoted to interpreting business to itself, 
and bringing about a better understanding of the intri- 





cate relations of government and business. The facts 
published here are indicative of its spirit and contents. 
Write for sample copy to NATION’S BUSINESS, 
WASHINGTON, D. C. 






If you are interested in a special pamphlet on the sub- 

ject of t k in busi through Chambers of 

Commerce, write: NATION’S BUSINESS, U.S. Cham- 
ber Bldg., Washington, D.C. No obligation. 
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IN Soll SAILING, TOO... 


the wise captain provides life preservers. Although 
their actual usage is confined to crucial moments, 
they offer a sense of security even in fair weather. 
Likewise, the alert executive insists on a well- 
planned program of safety education for employees 
... because it provides twofold benefits . . . through 
the reduction of accident frequency and in building 
employee good-will by the precautions taken in their 
behalf. 

For many years the safety engineering division of 
Michigan Mutual has furnished its Workmen’s 
Compensation Policyholders with safety pro- 


NON - ASSESSABLE 


Founded 


pra 


Wy 


grams exactly suited to their needs. Recently the 
scope of these activities has been widened through 
the addition of the Company’s own occupational 
disease laboratory. Because of its foresighted plans 


‘in providing helpful insurance service, the Company 


has been responsible for the reduction of the acci- 

dent frequency and insurance costs of its insureds. 

Further savings for policyholders are affected 

through dividend payments that reduce insurance 

premiums to an actual cost basis. As a result Michi- 

gan Mutual has established an enviable reputation 
for unusual insurance values. 


DIVIDEND PAYING 


in 1912 


MICHIGAN MUTUAL LIABILITY COMPANY 


163 MADISON AVENUE 


DETROIT 


PHONE CHERRY 4800 


Workmen’s Compensation — Automobile, Group Accident and Health, General Casualty Lines 
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THE PENNSYLVANIA GAZETTE 


THE PLACE OF MUTUAL 
FIRE INSURANCE IN 
THE MARCH OF PROGRESS 


Benjamin Franklin’s own newspaper, the ‘‘Pennsylvania 
Gazette’’ carried the first notice of the original Mutual 
Fire Insurance Company in its columns in 1752. 


Since that time, tremendous progress has been made. The 
old ‘‘Gazette’’ is the now-famous ‘‘Saturday Evening Post”’ 

. newspapers have made great forward strides . . . out- 
standing Mutual Insurance Companies have been formed. 


And, because of Franklin’s vision of the future of Mutual 
Insurance Companies, many of them have long and en- 
viable records of service to their customers. 


The Federal Mutuals are justly proud of their record for 
it shows, in addition to STABILITY—PROMPT PAYMENT 
OF CLAIMS—FRIENDLY SERVICE—and SUBSTANTIAL 
SAVINGS for EVERY policyholder. 


FEDERAL HARDWARE & & IMPLEMENT MIMINES 


HARDWARE MUTUAL FIRE INSURANCE COMPANY 
HARDW 4 4 DE ALERS MUTUAL FIRE INSURANCE 
MINNES( IMPLEMENT MUTUAL FIRE INSURANCE ¢ 


)F MINNESOTA. MINNEAPOLIS MIP apa 
OMPANY, STEVENS POINT WISCONSIN 
OMPANY OWATONNA MINNESOTA 


Associate Company: 
HARDWARE MUTUAL CASUALTY COMPANY—STEVENS POINT, WISCONSIN 








NATIONAL RETAILERS INCREASES IN 1937 





Assets Increased from $2,047,062 to $2,220,897; 
Premiums Increased from $1,511,809 to $1,801,704; 
Dividends to Policyholders Increased from $316,720 to $364,605 





While recording the substantial gains listed above the 


National Retailers has pursued the same conservative 


STATEMENT 


At close of business December 31, 1937, as reported to 
Department of Insurance, State of Illinois. 


course in selecting policyholders and investing assets 
that has guided it since organization. 


In the January 1, 1938 financial statement, stocks are 
carried at market values and bonds are on an amor- Cash in banks $ 594,108.53 
tized basis. No bond owned is in default as to U. S. Government bonds 488,586.38 
principal or interest. The December 3lst market value State and municipal bonds 318,333.10 


of bonds exceeds the amortized value by $40,124.91. Ceneign Goverment heads 49.047,82 
Public Utility and other bonds 181,908.32 


The National Retailers and its associated casualty Stacks (at masked SINS 
First mortgage loans on real estate 77,673.12 





a > 3 ilities for the writing of 
er offer complete facilities for m 7 Premiums in transmission 222,460.55 


practically all types of property insurance with im- Seteaiiedt teteduat vid Abies diene 16,464.23 


mediate claim service anywhere in the United States - 


Total Cash Assets $2,220,896.85 
and Canada. These coverages are available under 


participating policies. LIABILITIES 

Reserve for unadjusted losses $ 96,729.33 
To our policyholders, we renew our pledge to make Reserve for unearned premiums 1,183,813.05 
security our first consideration—dividends an added Reserve for taxes, expenses and dividends 144,073.44 


benetit. To our other friends, we extend an earnest Reserve for contingencies. (voluntary) 50,000.00 


invitation to inspect our finan- Total liabilities and reserves $1,474.615.82 
Surplus to Policyholders 746,281.03 


$2,220,896.85 


cial stability, service and sav- 
ings. We believe they will 


‘ Ve Bonds on amortized basis. No bonds in default as to principal 
agree that the National Retailers ° or interest. Stocks at market. On the basis of December 31, 1937 
offers unusual advantages to the market values, assets and — would be increased by 





prudent insurance buyer. PRESIDENT 


NATIONAL RETAILERS 
ei ace ian, Ha 3 spec 

















